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ISBUES: THE OVERALL PLAN

The plan as described above reflects tentative decisionsz on a
nunber of relatively controversial policy issues. This section of
the mene identifies the kxey decisions and discusses alternative
approaches. These issues can be considered in the context of two
overriding questions:

o Is the multidimensial notion of "success" that the plan :&x,{;pgw
assumes consistent with expectations for dramatic cnd st ?
reform? Does the plan strike the right balance hetween
ambition and realism?

o Dees the plan achieve an appropriate balance between
toughness and compassion, between high expectations for #f-/"
parents and protection of children?

In each of these areas, the plan proposes & balance. In each

area, however, alternmative policy decisjions could be made that .
would shift the balance in one direction or the other. These

decisions are highlighted after a description of the approach

taken ky the plan.

The balance of ambition and realism

An important challenge for the plan is to balance high
aspirations with realistic expectations. The plan must genuinely
"ond welfare as a way of life,” but it must also recognize the
difficulty of the task, the constrained capacity of the system to
achieve it, and the need to protect vulnerable children and
families.

We believe that the public has &wbitzégjbut realistic

expectations of what would consistute-Buccess. Polls and focus

groups suggest that the public is most concerned about welfare
recipients who they perceive as receiving benefits while doing o A
nothing for long periods of time, and less concerned about people yﬁ§f5
using welfare to get on their feet or to supplement below poverty 7 7V
earnings. They expect caseloads ¥0 go down in the long run, but

seam to have realistic expectations for what can be achieved. .
Finally, the public is concerned about protecting children when

their parents fail to meat expectations,

The plan assumes that success has several dimensions:

o Ending welfare as-a way of life, by requiring sericus
participation in work and preparation for work,
changing the culture of the welfare system from an
enphagis on incone maintenance to an emphasis on work
and on the responsibilities of both parents, and
imposing serious time limits.



o Providing opportunities to families that enable them to
increase their income and the well being of theiyx
children, and providing protections for the most
vulnerable children.

© Achieving some caseload and cost reductions after a ﬁ§ﬁthG\Q”?
reasonable periocd for investment and implementation. f: = -~ -
m@h'gf“%
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Rey decision: phage in

A key decision to be made about the balance of ambition zand
realism has to do with the scale and spesd of implementation of
the reformed welfare system., Sheuld we seek to bring everyone on
the caseload into the new system quickly, or should we initially
target new rescurces on sub-groups such as new applicants oy
younyg families?

Immediate implementation of the new program would severly strain
the abllity of federal and state governments to implement the new
system successfully. There is almost no disagreement that a
phased-in appreach is necessary.

A phase—in strategy could start with new applicants, with

gelected states, with families with older children, or with young
applicants and recipients. A new applicants strateqgy ralses

serious equity concerns between people who came onto welfare very

young and those who managed to stay off for a longer peior of ’
time. A state by state strateygy raises serious capacity issues

at the state level. The primary arguments for an older children

focus have to 4o with parental care of children and the cost of

day care.

A focus on voung families, which the plan recommends, recognizes
that it is the yonger generation of actual and potential welfare
recipients that are the source of greatest concern. They are
also the group for which there is probably the greatest hope of
making a profound change, and of sending the message that welfare
can no longer be a way of life. Under this approach, we would
devote enerqgy and new rescurces to ending welfare for the next
generation, rather than spreading effortz so thin that little
real help is provided to anyone.

R
Key decision:
ROT

Everyone agrees that independance from welfare should be the goal

of the new system. But there may be situations in which welfare
benefits to supplement work are desirable. Two related issues

arise in thinking about work expectations, and .whether sb-4 - ’
supplenentary welfare benefits and axamptlons frém the time 1limit
should be provided for workers. fThe first issue is under what
conditions someone who is working can continue to receive
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supplenentary welfare benefits afdep-two—years, s
because even full-time work at the minimun wage leaves a familyaf3§~

helow the income eligibility level for welfare in a few states.

In about half the states, half time work at the ninimum wage
leaves a family of three below the welfare eligibility levels.
Larger families are eligible in more states. Proponents of
allowing continued benefit receipt for workers argue that someone
who is working should be at least as well off as someone who is
not working and receliving welfare, and that getting someone to
work even part time is a big success and should be rewarded,.
Opponents argue that continuing AFDC as a work supplement for

long periods of time is counter to the basic philsophy ©f the new
progranm.

The! Working Group and Cabinet are split on this very
difficult issue. A possible resoclution, reflected in
the current plan, says that supplementary welfare
benefits would be provided irrespective of the tinme
limit for anyone working at least 30 hours, for anyone
working at least twenty hours who had pre-school
ehildren, and at state option to other part time
workers who worked at least 20 hours.

A related issue arises around the number of hours of work that
states would be required to provide through subsidized or
community service jobs, and around whether supplemental welfare
benefits should be paid if the reguired hours of work did not
generate pay at least as high as the welifare benefits received by
non-working welfarg racipients in the gtate. Because of wide
yvariations in state welfare benefit levels, the number of hours
of work at the minimum wage required to earn the eguivalent of
the welfare benefit level for a family of three ranges from about
7 to about 47, For larger families, work hours would have to be
higher to reach the welfare benefit levels, It is cobviously hard
to structure a real job of eight or ten hours per week. At the

other extyreme, it is unreasonable to reguire more than the .,
convanﬁiaqqdafinition of full time work.
sTwd, pivi WK

We assume that most states could and would requirg work hours
that would produce earnings roughly equivalent to welfare
benefits; some states might do this by paying more than the
minimon wage. In the median state this would be about 26 hours a
week at the minimum wage for a family of three. Some higher
benefit states might choose, howevar, to structure jobs with ‘?ﬁl.«v*ﬁg
- S g Mot % pay the &quzvalenﬁ of m*

the walfara beneflt Shauld thay provide a supplementary benefit
to bring family income up to the level of welfare benefits for
* recipients who don’t work? The argument for doing so isapecple M.

who are playing by the rules and working, even if they have not
been able to find an unsubsidized dob, should not be penalized by
receiving lower benefits. The argument against doing so if that

this too would continue welfare as a work supplement.




The general sense of the Working Sroup and the Cabinet
on this issue is that states should not be permitted to
gdefine hours of work at so low a level that a
gignificant portien of income comes from bensfit
supplements. With this caveat, there was general
support for some state flexibility within the range of
15 to 3¢ hours of work per week, and for modest benafit
supplementation to insure that participants in the WORK

program were as well off ag welfare recipients who did
not work.

The balance of toughness and protections

A second important challenge for the plan is to achieve an
appropriate balance of toughness and protections. The dilémmmmma
arises becauge AFDC recipients are both workers and parent

becuase we want to ensure that children are protected at the sane
time we have high expectations for their parents. The balancing
act has to take place in two arenas: that of time limits and

work requirements; and that of parental responsibility and
prevention.

Key decisjons: time limiteg and work reguirments

A number of key policy decisions affect the balance of toughness
and protectiong affecting time limits and work requirements. The
most difficult deciziong are around extensions to and exemptions
from the time 1imit, amd arcound various means for discouraging
long~term participation in the WORK program, and around
pratections for children when parents do not meet the
requirements of the progran.

X L3 Lne Should
any groups of recxpienta have the time limit axtende&? shouid
any be exempted from the requirements of the time limit?

The issue of extensions arises because some veciplents,
especially those with language difficulties, education deficits
and no work experience, may not be able to appropriately prepare
themselves for work in a two year period.

The Working Group and Cabinet generally agreed that a
limited number of extensions for such purposes as
“~completing a high school or job training program were
appropriate. They generally agreed that extensions
should not routinely be granted for the purpeose of
completing a four year college program but that higher
education combined with part time work was appropriate.

-,

The issue of exemptions from the time limit arises because not
all reciplents are able to work, even if they are not severely
enough disabled to gualify for 8SI. A second type of exemption
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issue arises because requiring participation from mothers of
infants or very young children may interfere with healthy child
development arnd reguire gubstantial expenditures on infant day
care. Under current law, over half the caseload, including
mothers of children under three, is exempted from participation.

The Working Group and Cabinet generally agreed that
exemptions should be limited, and that participation in
some activiies be expected even of those who are
exempted. They tentatively agreed that states should
be permitted to exempt up to a fixed percentage ¢of the
caseload fox disabilities, care of a disabled child and
other serbarmers to work.

There was congiderable discussion of the issue of
whether exemptions for mothers of infants should be for
one year {i.e., until the baby's first birthday) or for
twelve weeks [(Twelve weeks iz the mandated leave time
in the Parental Leave Act.}, The plan currently assunes
a one year exemption for infants who were not conceived
on welfare and a twelve week exemption for those
conceived on welfare.

] s The WORK prcgram of aubsxdizad and
ao&munmty service jabs ig designed to be a short term supplement
to unsubsidized work in the private sector, not a replacenment for
it. A number of steps, which are incorporated into the current
plan, can be taken to ensure this:

Subsidized jcb shots would last for a defined period of
time, after which the person would again be expected to
look for unsubsidized work.

The avalilability of the BITC as a supplement to private
sector work would provide a powerful incentive for
participatns to move into unsubsidized vork.

Federal reimbursement to states could reflect the
amount of time people were on the rolls, in order to
provide the states with serious incentives to move
people intd employment.

" Refusal to accept a private sector job will result in
termination -of benefits,

) e -
An iggue arises around what is expected to be a small number of
people who continue to be unable to find unsubsidized employment
after placement in a Jjob wlot and private sector job search.
Some argue that they sheould be placed in community service slots
for as long as they need them. Others argue that this policy
would lead to permanent guaranteed jobs that might be expensive
and perceived as simply another welfare program. Instead, people
who continue to be unable to f£ind employment night return to a



deferred status, might have thely welfare benafits reduced or
might be cut off entirely.

There is general agreement that a serious reassessment
should be done of everyone who comes t¢ the end of one
or two job placements without having found private
sector work. Those found at that point to be unable o
work would be returned to deferred status with full
benefits. Those found t¢o be able to work and unwilling
to take an unsubsidized job would have assistance
terminated. In situations where jobs were not
available for people who conscientiously played by the
rules and tried to find work, assistance would be
continued through another job slot, a workfare
agssigrnment, or training linked with work.

Aanet, N € . If the welfare reform plan is to
pe serious abaut endiﬁg welfare as a way of life and about
changing the basic values and culture of the welfare gystem, It
must embody sericus conseguences for recipients who do not meet
the reguirments. The current plan basically continuesg current
law sanctions for non-participation, which remove the adult from
the grant for increasing periods of time for each ganction. It
adds a severe sanction, benefit termination, for refusal to
accept a private sector job, After the time limit, non-
participation in the WORK program carries the same sanction asg
for ordinaty workers: wages are not paid for hours not worked.
Notice and hearings protections are continued. In addition, the

state must keep its end of the bargain: services must be
provided.

Families whose benefits are terminated for refusal to take a job
or to participate in the work program continue to be eligible for
food stamps and medical assistance. There is, however, the
danger that some families will find themselves homeless or unable
to care for their children. For these families, the shelter
system and the child welfare system provide the safety net of
last resort, If th&asystam is working properly, these failures
will be extremely raxe. xnnethﬁlaas, the fact that they may
ozcuy must be faced, fsince there is no apparent alternative if
the system is to be éwflgns about expectations.

[

T-.—~In_the area of parental respansibllzty and prevention, the plan
attemptu to balance responsibility and opportunity for both
mothers and fathers. Rather than simply focusing on the work
obligations of custodial parents, it proposes a strengthened
approach to child support enforcement that makeg clear to fathers
as well as mothers that parenthood brings with it clear
obligations, and that these obligations will be enforced with
gerious and predictable consequences. To complement its emphasis
on child support chligations, it proposes a set of demonstrations



serde o fppTanitis, » adged R P
focuged 5§5ncn~an$tadia1 parents. It also proposes a set of
regquirements on and services for minor and school age parents,
and a comprashensive approach to teen pregnancy preventiorn.
FPinally, it proposes to extend eligibility for benefits te two-
parent families, to remove the current bias in the system toward
one~parent families,

A number of the key policy decisions have to do with the relative
priority to be given to various spending proposals; the next
section outlines the tradeoffs. In addition there are three
other decisions that have philosophical as well as cost
implications: the size and scope of child support assurance
demonstrations; the living at home requirement; and the family
cap option.

] LL8 ' . The proposal for
child supg&rt assurance demanstratians are controversial not only
because of cogt but alsc because of the idea itself. <¢hild
support assurance speaks to the circumstance when little or no
money 1s collected from the noncustodial parent, either because
the system is ineffective or because the absent parent has very
low earnings. <hild support assurance guarantees that single
parents with a child support award in place ¢ould count on a
minimum level of support which they could use to supplment their
earnings. Sone see CSEA as a orucial way to "make work pay" and
to ease the transition from welfare to work for single parents.
Opponents gee it as close to simply being welfare by another
name, that might also provide an incentive for fathers to escape
their obligations.

Livipa at home reauirements. The plan proposes to require
minoy mothers ta live at home or with a responsible adult.
Though there ig general agreement that very voung mothers need
care and supervision from adults, thare are some guestions about
whether we can ensure adegquate protections for minors in abusive
or otherwise unsulitable homes,

Family cap option. The plan also proposes an option for
atates to adopt "family caps® that 1imit benefit increases when
additional children are conceived by parents alveady on AFDC.
proponents of family caps, some of whom believe they should be a
requirement: and not just a state aption, argue that they
reinforce a pessage of parental responsibility and help achieve
equity between welfare recipients and working families, who do
not receive a pay raise for additional children. Opponents of
family caps argue that there is no evidence that they deter
births, and that they deny benefits to needy childrn. In
addition, opponents argue that the average value of the benefit
increase is not much greater than the value of the tax deduction

and the EITC increase for a working family that hag an additional
child,
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LIST OF DIFFERENCES B/W HHS AND WH

. Whether to spend money on Jobs Prep (David agrees——something}
. How much savings from Job Search {no problem)
. Jobs participation ratc
. Cap on overhead/costs in WORK program (34200 @ 300k)
~— 1/19 slots for child care (David is fine}
. Two-parent costs ~- work history
NCP and Access grants
. Cap CSA demeos
. Level of working poor child care (how to target?)
. Additional spending to phase JOBS/WORK in faster

S

N IR Y

10. Financing options

Assumption questions
Behavioral effects (30 no behavior, CBO internal behavior, rosy)
Part-time work
TCC ~- inciude?
Systems costs

Other questions

State match based on job placement
or charter offices

30hrs/20



MEMO TO PRESIDENT

Background or Conclusion: What is success? Balance opp & resp.

Brief Summary of Proposed Plan

Issue 1@ Finaocing

Issue 2: JOBS —— Who's covered? (Phasc~in; Extensions & Exemptions)

Issuc 3: WORK -~ How to discourage long~term participation (Last forever? EITC?)
Issue 4: Prevention —— Which demos and how much? (Family Cap, CSA, NCP, Z-parent)
Issue 8: How much for child care?

ﬁﬂs;@ '?i.‘l'\w\f/‘zx
Cost CuamotTs



This memorandum summarizes the recommendations of the Welfare Reform Working
Group, which consists of 33 subcabinet officials from 7 agencies and the White House, 'We
have consulted broadly with members of Congress, state officials, organized labor and outside
advocacy groups, and people on welfare.

‘We have reached consensus within the Administration on most issues. A fow koy
questions remain, and are spelled out in the following pages:

* Financing: How much can we afford to spend on this inftiative, and which of the
entitlement savings and possible revenues we have identified are acceptable?

* Budget: How should we spend beyond the core program on 1) child care for the
working poor; 2) a variety of economic development, prevention, and child support
demonstrations; 3) expanding coverage of two-parent families?

* JOBS Program: Should we phase in the plan starting with the youngest third of the
caseload? What extensions and exemptions will be allowed?

* Work Program: How can we discourage long~term participation in the work
program? Should public jobs last forever? Should they be cligible for the EITC?

* Personal Responsibility: What demonstrations should we undertake to reduce long~
term dependency? Should states be allowed to limit additional benefits for additional children
bom while on welfarc? Should we experiment with programs to 1) requirc noncustodial
parents to work off the support they owe; 2) guaraniee child support in cases where
noncustodial parents don't pay?



Transitional Assistance Followed by Work

» Training, education and job placement
services (the JOBS program)

» Time limits with Extensions and
Exemptions

»  Work for those who exhaust their time
limit (the WORK program)

March 17, 1994 p.1



Training, Education, and Job Placement Services
(The JOBS Program)

» Full Participation

» Personal responsibility contract
& employability plan

» Closer coordination & integration with
existing mainstream education & training
program |

» Focus on work & private sector placement

» Emphasis on worker support once people are
placed in a job

March 17, 1994 p.2



Time Limits with Extensions and Exemptions

Expectation of unsubsidized employment
within two years

Flexibility for special circumstances
»  disabilities and serious barriers to work
»  care of a disabled child

»  care of an infant?

»  limit on the number of exemptions?

Extensions for services beyond two years
»  language difficulties

»  completing high school or GED

»  school-to-work or job training pmgrém

»  postsecondary education combined with work?

March 17, 1994 p.3



Work for Those Who Exhaust Their
Time Limit (the WORK. Program)

Temporary work opportunities after the time
limit for those unable to find unsubsidized work

» Community involvement and oversight
» Emphasis on private sector placements

» [Flexible placement options

employer subsidies
non-profit/community-based jobs

placements using new and existing initiatives
community service

¥y v¥Yvey

» Non-displacing placements

» Special provision for weak local economies

March 17, 1994 p. 4



The WORK Program:
Work for Welfare versus Work for Wages

Work for Wages
» paycheck not welfare check

» dignity and responsibility of a "real job"

Work for Welfare
» uses existing administrative structure
» previous experience

» state flexibility

March 17, 1994 p. %



The WORK Program:
| Discouraging Long-Term Participation
» Sanctions for private sector job refusal
» Limited duration in any one placement
» Frequent job search
» No EITC benefits?
» Declining state reimbursement

» Limits or reassessment after several
placements?

March 17, 1994 p.s



Overview

f'reventing Teen Pregnancy
and Promoting Parental Responsibility

Support for Working Families

Replacing Welfare with Transitional
Assistance and Work

Reinventing Government Assistance

March 22, 1994 py



Preventing Teen Pregnancy
and Promoting Parental Responsibility

» Prevention

» Supporting two-parent families

» Child support enforcement

March 22, 1994 p2



Support for Working Families

» Earned Income Tax Credit
» Health care reform

» Child care for the working poor

March 22, 1994 p2



Replacing Welfare
with Transitional Assistance and Work

» Full participation
» A reformed JOBS program
» Time limits

» A WORK program

March 22, 1994 p4



Reinventing Government Assistance

Coordination, simplification and improved
incentives in income support programs

A performance-based system

Accountability, efficiency,
and reducing fraud

March 22, 19594 p5
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ISRUES: TEE OVERALL PLAN

There are three overall issues that can be looked at as a
framework for thinking about specific design decisions. 2all ask
whether the current plan strikes the right balance, in three
areas;

¢ Is the @ul}iﬁiﬁg;sianaz notion of "success” that the
plan assumes consistent with expectations for dramatic
reform? Doeg the plan strike the right balance between
ambition and reglifsm?
#*

o Does the plan achieve an appropriate balance between

<IQughpess and compassillrs between high expectations for

parents and protection of children?

o Dogs the plan achleve the right balance of costs,
offsets and revenues? Is the balance among the cost
components appropriate?

In each of the three areas, the plan proposes a balance., In each
area, however, alternative policy decisions could be made that
would shift the balance in one direction or the cther., These
decisions are highlighted after a description of the approach
taken by the plan.

what is success?

An important challenge for the plan is to balance high
aspirations with realistic expectations. We want a plan that
genuinely "ends welfare as we know it," but that recognizes the
difficulty of the task, the constrained capacity of the system to
achieve it, and the need to protect vulnerakle children and
families.

We believe that the public has ambitious mut realistic f’w""‘g,; "
expectations for what would consititute success. &ﬂgk,ﬁuh
%
POLL_.DATA ON HOW MANY SHOULD BE OFF WELFARL, WORKING e
AND CGETTIRNG BENEFITS, TWO YEARS OF TRAINING ETC.
FOLLOWED BY WORK. .
The plan assumes that success can be assessed both by movement
off the caseload and participation in work and work ralated
activities:

o It assumes that the caselcad can be reduced by 28 b}
percent {?) from prejected levels when the plan is ]”lggﬁi
fully inplmented. This reduction will be brought about ot Lo 'V“
by a combination of health care reform, the expanded 4”*€r%

ey NO ﬁ&ﬂ%ﬂ’n J ‘(af' ﬁr:y(t -éz 1 — otk 2 ey Lo

!“&Jvcm wrwed ﬁa" "ﬁg{i‘t :;:tl;: b o deant-lnny,
ol 1 los Homchire ~Exponnict .+ FledLlh
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EITC, expanded child care availability, simproved
training education and placement services and
behavioral responses to time limits and work
requirements,

It agsumes that deferments from participation
requirements (and by implication from time limits) will
be reduced from the current level of about 50 percent
to about a third (?}, and that thoses whoe are deferred
will be participating in some activity that helps
themselves and their communities.

It assumes that 100 percent of the non-deferred phased-
in caseload will be either working or preparirmg for
work through participation in the JOBS program. The
relative proportions in work and work preparation shift
over time, as people begin hitting the time limit. 1In
year x, about x percent of the caseload is assumed to
he working.

If the program met these goals, we believe that the public would
appropriately consider it a success. It would represent a
dramatic shift in the "businessY of the welfare system, and in
how recipients of assistance spent their time.

The plan als¢ contains elgments that attempt to balance ambition
with realistic expectations.

&

The plan assumes that food stamps, subsidized child
care and health care are available to the working poor,
and that some workers {low wage workers in high benefit
states} continue to receive supplemental welfare
benefits.

The plan assumes a phase in strategy undey which the
new regime applies to about one third of the caseload
at implementation and grows Yo include about 60 percent
of the caseload in ten years. The main implications of
this strategy are that actual caseload declines will
not be s=en for x years, and that the nunbers of
recipients working after having reached a time limit
will be about 100,000 in 1999 and about 500,000 in
2004.

If the plan’s ambitions for caseload decline, participation and
work do not seem sufficiently dramatic to constitute success, the
main options that are available are:

o mere stringent exemption and extension standayds;

o more severe sanctions and more restrictions on work

2



opportunities to decrease the caseload fastey but with
nore dangers to children;

¢ a fastexr phase in strategy;

o a WORK program structure and a set of supports for
working families ocutside AFDC that take them
technically off the caseload.

The first two options are discussed below, under toughness and
protections.

The downside to an option that would phase in faster is that a

faster phase-in strategy would ssriously strain the capacity of
the states and would cost considerably more in the early years.
The current phase in strategy envisions a state option to phase
in faster, which may be ensugh to meet concerns.

The last option is attractive in many ways, since making work pay
and worker support outside welfare is an important theme of this
administration’s approach to helping families. The most serious
concern about moving in that direction is the administrative
complexity that a new program involves. Another concern is that
it might be seen simply as & renaming and as an attempt e
continue welfare in another guise,

The balanca of é%ﬁghnass and pxotectianﬁ) C%Péﬁkgh

A second important challenge for the plan is to achieve an
appropriate balance of toughness and protections. The dilemma
arises because AFDC recipients are both workers amd parents, and
because we want to ensure that children are protected at the same
time we have high expectations for their parents. The balancing
act has to take place in two arenas: that of time limits and
work reguirements; and that of parental responsibility and
prevention.

Time limite and work recuirements.

The balance of toughness and protsction in this area vonsists of
the following slements:

o A serious time limit that is followed by work, not by
nothing. A subsidized or community service job will be
provided if unsubsidized private sector werk is not
available., The job would be structured in such a way
as to generate sarnings at least as great as welfare
payments to those who don’t work, or would be
supplmented to bring income up to the welfare level.
Failure to work after the time limit means loss of
wages. Failure to accept an offered private sector Jjob

3



after the time limit is sanctioned by benefit
termination.

A sericus reguirement to work, look for work amd/or
prepare for work that applies as soon as someone begins
recejiving benefits, but that is vresponsive to

individual needs as assessed by an employability plan.
Graduated, but serious, sanctions are assessed for non- /ﬁ?
compliance.

Deferments from the time limit for barriers to work and
care of an infant; extensions from the time limit for
completion ¢f high school, a GED, or other work-~
oriented training or education prograns; stopping of
the clock, at state option, for part~time work.

The balance of toughness and protections in the plan could be
medified in either direction by making different policy choices
in several elements:

o

More or fewer protections for workers and children
built inte the work slots offered after the time limit.
For example, the state could be regquired to provide
wages or benefits unless the state proved that the
worker had nmissed work for good rause; or the state rh]
couid be required to provide benefits for the children

even if the parent did not comply with work
requirenents. To shift the balance the other way, the
state might not be required to provide work after a
certain period of time, or might not be required to
suppliment pay if the job offered did not generate as
much income as received by those on welfare and not
working.

Stricter or more lenient participation requirements.
For example, recipients might be expected to
participate in activities full time, rather than the
currently envisioned half time. To shift the balance
the otheyr way, a wider range of lower intensity
activities, such as parenting education or volunteer
work, might be permitted for longer periodis of time.

Stricter or more lenient deferment and extension
criteria. ¥For example, mothers could be exempted until
their child was three, or at the other extreme, only
until twelve weeks. States could use tighter or looser
criteria for assessing disabilities and barriers to
work. Extensions could be granted for all or for no
postsecondary education, rathexr than, as in in teh
proposal, for pestsecondary education combined with
work.



Pargntal responsibility and prevention,

The balance to be achieved here is primarily one of reguirements
and services, conbining an approach that stresses the cobligations
and responsibilities of parenthood with the provision of services
to enhance responsibilile cheices and make it possible for both
mothers and fathers to meet their obligaticns. The elements of.
the balance are:

o Child support obligations enforced through serious
steps to improve paternity establishment, set adeguate
aawards and msodify them when needed, and ¢ollect the
support that is owed. The enforcement approach is
combined with demonstrations of services and work
programs for noncustodial parents and with
demonstrationg of child support assurance.

o Requirements on minor mothers to live at home and stay
in s¢hool combined with requirements for case
management and other special services,

o Some expansion of family planning services; sgtate
option for family caps; i.e., not increasing welfare
benefits for children conceived while the mother was
receiving welfare.

¢ Demonstrations of various approaches to teen pregnancy
prevention.

The key choice elements in this balancing act are:

& The gize and scale of the demonstrations for
noncustodial parents; spending money on these
demonstratins may be seen as ah unnecesgary expenditure :?
of funds. — -

BT Ly

o The size and scale of the child support assurance
demonstyrations. The issue here has to do both with the
amount of money that might be involved and with the
idea itmelf. ome see CSFEA as a crucial way to "make
work pay" for single parents, while others see it as
*letting fathecs ¢ff the hook.®

o The living at home reguirement; this is controversial
for many people, though most of the concern is about

ensuring adequate protections for minors in abusive or
otherwise unsuitable homes.

o The option or requirement for family caps; this is very
controversial with strong passions on both sides.

o The size and scale of teen pregnancy prevention

5



demonstrations. Here there are arguments on both
sides: that we should mount a larger scale effort,
perhaps through a formula grant to states; or that we
should mount an even more modest effort since the
evidence on effective programs is so slim.

The balance of costs and financing

Tne proposal as currently constructed is estimated to cost $x in
1989, $x over the five year period 1955-319%%, Sy in 2004, and 3y
over the ten year period 1995-2004.

The financing options that we have ldentified generate $x.

A nunmber of the financing options are clearly very difficult. It
is therefore important te think abeut various alternatives for
reducing the cost of the program, or aboul tying certain cost
elements to specifi¢ financing streams. The primary options are:

o Fund twe parent provisions through an AFDC offset, OQur
suggestion is capping eligibility at 130 percent of
poverty for household income.

© Phase in more slowly.

o Reduce the costs of the various demonstrations by as
much as haif.

o Fund day care for the working poor at half the proposed
leval; or leave working poor day care out of the
welfare reform proposal entirsly and submit a day care
proposal separately with dedicated funding, perhaps
something 1like the gambling tax.

The day care issue is the most important and difficult one, since
it involves a substantial portion of the funding for the plan.

As currently structured, ¥ percent of the funding in the plan
goes for day care, most of it for day care for JOBS and WORK
participants, who are reguired to work or prepare for work, but x
percent for day care for the working poor. Many pecple consider
day care for the working poor an integral part of the plan, both
to complete the make work pay agenda, and on egquity grounds.



Finally, we propose a realistic phase-in strategy, both to
acknowledge the lavel of resources available and to minimize the
syastemic stress on the Federal and State governmants of
attempting full and immediste implementation of the new system.
We would initially “arget our resources on youngest third of new
applicants and recl:iients. Starting with young people avolds any
incentives to stay “n welfare and any "rewards” to having
children and coming on welfare early. It alsc allows for
investments in fanc.ies who have the most hope of being helped.
The remainder of the casaload would be phased in over time. This
phase-in period will provide ample opportunity to refine the
system as lessons from the early cohorts and States Inform

implementation for others.
BOME POLICY ISBUES BTILL TO BE RESOLVED

To provide a sense of the scale of a program and the cost of
particular elements, we have created a hypothetical proposal.
The actual cost of the program will differ depending on what
decisions are made about & few significant issues, In the
remainder of the document, we will refer to this hypothetical
baseline and indicate where different programmatic decisions
would have led to a larger or smaller program. The table which
follows is provided only as a basis of discusslon«.not as an !
indication that policy decisions have been made, .

In the end, this plan embodies a vision which was contalned in
the Family Support Act. It represanta the next major step. Bu
the journey will not end until work and xesponsibility enable us

to preserve our chiidren's future,

We turn now to the specifics of the plan.
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TABLE 2 - PRELIMINARY COSYT E8TIMATE OPTIONS (FELERAL AND STATE)
FOR & HYPOTHETICAL WELFARE REFORM FROPOSAL

By lacal yoar, in miillons of doliars)

{24 month WORK program foliowsd by Assessmant.)

(Weltare and Nonwelfare Impacis)

1G¢ Yoar 10 Yoar
& Yaar 10 Yeur Federat Fadaral
Total Totas at G0% &% 80%
TOTAL « CPTION A (Summeary Tabls) 11,535 43,260 88715 39,570
elilda . @\ TOTAL - OPTION B {Demonatrations and _
{edeents y*"‘“‘% ) Non-Custodial JOBS/WORK cut by 50%). 10,780 40,918 42,850 47,480
TOTAL - ORTION C (Werking Poor Child Care = 0) 8,535 26,990 30,130 26,358
TOTAL - CFTION O (Two Parent Provislon = 0} 9,328 35,000 40,420 38,018
TOTAL » OPFYIGN E Territorias = &,
RGA AU Others® = O, Assal LiImit = 0], §,E52C 4,080 40,345 34,940
TOTAL - CRPTION F (OPTION A - QPTIONS B-E). 838 8,085 19,220 15,660
TOTAL » OFTION G (Ellminats Family Caps), 12,195 45410 45,584 46,180

S-Yr. SN‘:‘Sf

prwmi- - .9
s zn - .0
wPeefd - 2.0
wer by, - 0
ng\'w\ﬁs .
fAos -.9%

%&9@-‘9 -9

Note 1: Parenthsses denota savinges.

Mote 2 Ninely percent and aighty percent fadera} satimates represent 0% (and BO%} of alf expenditures sxcept

the foliowlng: benefits are af current match rates; chiid support is malched et rates spedified In the

hypothetical plan; and comprehenaive demonstration grants are metched at 100%.

Scurce: HMS/ASPE alalf estimatea, Thess saatimatos have boon shered with ataff within MHS and OMEB but have nat baan
officinlly reviewad by OMB. The polities do not reprasant & consensua recommaendation of the Working Group co-chale,

,‘:mi - %
Shdgs 3.4

ophe -

SEE APPENDIX FOR ENDNOTES 7O YABLE
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TAR oo SPHEL IMINASTY BUMMARY COUT ESTIMATE DS:EBF.RN. AND BTATE}
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m yonr, I m!!!lam of ﬁﬁthn}
Peogyim b d by A L}

L]
@ {Waitnrs and Nonweliars impacis)

T YR BYSE [ YR YGErT T TRaar
. Testmt Facdeln] Total | . Fadersd
£30 21
@i {m{ &*53' Eggg
bl OB {00}
el 00l ot
445 %20 1,085 VI8
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JORR-Piwd ADE 275 3225 1,108
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Transiamet Uhild Caen 50 504 540 2,930
(:-uc Kanaganent 210 WO
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in mn!q-?m ¢ 5,000 4,500 16,270 14,845
Hemove Pm (U Fawtriotions 2.210 1,160 8,260 4488
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Aocsws Genrite xodl Parenting Dsmoosirefons 1as 126 208 255
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i 2 o Food Siampn o Lindl,
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Kaﬁ 2: ﬁiw Yuf ﬁm& ?m ‘tw F«iua! walimains represent BOR of olf xpaasd | Bires exoapl Iy
the fotio anwtw:-umwumnun

W!nwhw 'pim,m $ Hon granty ars muatohad s 190%.
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TRILE E - PRELIGEMANY DETA R OG5! FETMATES (FEDERA. AND NTATE)
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TABLE 2 — PRELIMINARY COST ESTIMATE OPTIONS (FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOBAL

{By fiscal yaar, in miliions of doliars)

{24 monih WORK program followed by Assessinant.)
{Waeilnre and Nonweifare impacts)

5 Yoar 8 Yaar 1G Your 16 Year
Total Fedarat Totai Fodural
TOTAL - ORTION A (Summary Tabile) 18,4456 15,718 58,460 54,720
TOTAL - OPTION 8 (Damonstrations and
Mon-Custodia! JOBS/WORK cut by 50%). 17,870 18,070 88,115 £2,608
TCGTAL - OPTHON € (Workingg Poor Child Care = 8 13,445 1,278 42,190 40075
TOTAL - CPTION D {Ywn Parent Provision = 0} 168,235 14,818 50,200 50,366 16,2
TOTAL - OPTION E (Territories = 0, p
RGA "All Others* = 0, Assat Limit = 0). 15,450 14,340 §0,240 45,860 50,200
TOTAL « CPTION F (OCPTION A -« OPTICONS & thraugh E}. F 485 7,070 23,385 28,738
TOTAL - OPTION G {Eliminate Family Capa}. 19,105 15,808 80,810 55,530

Mote 1: Farenthesda danole savings,

Nate 2: Five Yoar and Ten Yasr Federal estimaties reprasent 0% of all expondituren axcept the following:

benetils are at currant match rates; child support is matched at rates specified in the
hypothelical pian; end comprehanalve demanatration grants are matched at 100%,

Source: HMHE/ASPE stofl estimataes, Thess estimates have bean shared with staff within HHE and OMB but have not been
vfficially raviowed by OMB. The policles do not represant a cansoensus recommendation of the Working Group cochalrs,

SEE APPENDIX FOR ENDNOTES TO TABLE



TABLE 1+ PRELIMINARY QURMARY COLY S5TIMATES (FECERAL AND BTATE)
FOR AHYPOTRETICAL WELFARE REFORM PROPOSAL
(B; Hacal year, In miliions of doltare)

{24 month K pengran tollowsd Ly Ssssssmant.)
(Waifnrs ard Nonweltars npacte}
B Vi N Yoai Y Taar e
Tokat Fadecal Foint Fodweal
PRAERTAL AEGPONGIEITY
Sinor Rothws (85) &5 (510} (85)
Tomprebenslve Dwnonsiration Grants 200 200 s8¢ 150
Ko Additdonsl HBanelite Tor Additional Childraes {560) {2355} {2,150} 215}
Rarovs Two Parent (UP] Reatriclions R 1,180 ¢ 050 4355
Child Bupport Enfarcmmnt
Paternity Eetabiwhment {Nel) {535} PO {2,080} {40}
Enforcaesant (Nat} {465} {180} {8,700} - (1 558Y
Compuise Coain 465 420 1,085 344
Hor-Custieiini Parent SOBIMWORY 7o 238 1458 1870
Acoess Geanls and Parenting Dwvonsirations LG 120 258 255
£hitd Sapport Aseursncs Davronatralions B850 465 1,500 1,250
BUBTOTAL, Parsnsiai Responsibility 2910 A3 6,035 2410
TRANSITIONAL ASSISTANGE FOLLOWED BY WORK 1,245
JOBS-Prap ;s qre 1,225 1,108
Additional JORS Spending 2,580 2.320 T D 68,425
Additlonal Chili Uars for JOBS 4 05 1428 £,50¢ 4410
WERK Program bi 7103 10,156 @,18%
Additiovial Child Cars For WORK 5 a3 £,55% 4128
Savings from Child Cure snd Ot Expanuion {90) (1,353 {$.275) {700
Transilionat Child Carw 58680 5045 2580 27
Enhanced Tesr Cane Managsinnnt 2ig 190 5% .5 1.3
Savings « Cawstond Saducthon ({304 {205} {5000} {2,800}
ADP Faderal and State Systens/Admin Eficlency s &0% Bas |00
BUATOTAL, JOBI/WORK 8,888 5 28% 258351 25455
MAKING WOhK PAY
Working Poor Child Care {Cappad st $20

in net spesding). 5,000 4500 18,279 14 545

REINVENTING GOVERNMENT ASGISTANCE
HDA fng Microsnterpriss Denonstretions 300 £70 oD [:% 1}
Siate Flexibility on Earned {ncoms and

#rd Shitd Support Gisregards 1,720 880 4 265 2N
Genernily Conlorm Asasts i Food Staraps o Limil,

Burtsi insarance, Heal Propgerty, Traneiers 265 100 658 0
Bet Auts Bxclusione 1o $4500 Eqilly Yntue Es Bl 2,708 2785
Double Twritorise® CapafAdiust for infiation E 24+ s 1060 T80 I N
AH Dthers 905 555 2,288 1375

SUBTOTAL RGA 4518 P55k T 408
AT TS TAL TEAAY ]@_(@V_m
ks arantk 0 S

3 H * e BV as.
Hode 21 Five Year and Yo Year Federal sstiminlen rapraaant 30% of all sxpanditures sxoept for T
by {oilowing: burretite are at 2urreit mateh rates; chilzl sUupport e matehed ot ratee v
upacifind In the hypothefical plan; and comprshenxiva demoalration grants are isatehed ot 100%, .

Sourcm HHE/ABPE staff settimates, Theas satimisioe Bave baen shared with stalf within HHS and OME but have not bees
officially reviewsd by OMB. The poiicies do not ragresst & Sonesnsus recommaadstion of the Warking Group co-chalre,

BEE AFRPENDIX FOR ENOROTES TO TABLE
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TABLE 4 - PRELIMINARY REVENUE ESTIMAYES (FEDERAL AND STATE)
(By fiscal yesr, In bllliane of dollare)

5 Your 10 Yent | 10 ¥anr
1598 194548 19497 1998 1936 Tednl 200 o 2002 2003 004 Total [Facaral
Lap Emargency Assiviance 0.28 B35 045 4.3 0548 b8 1 0.4 285 9.78 £.768 0.8% S8 X"
Targst Child Care Food Program 0.00 &.00 813 0.8 B.24 o587 a.2% 422 3.23 0.24 o258 .72 1,72
Mo AFDC &t 130% of g 1.30 1.35% 140G L ¥ 2 150 498 458 $.81 £.87 .73 1.7% $5.34 AR
Tighden Sponsacship and Eigisiiy Nades
Tor Allers:
Make surreret S-year 5SS deaming nides
parmsanent and axtend to AFOE and
Foxut Stamps and Emi aesisiance to R 10 €18 €88 8.8 Do3 &.74 1.0 1.14 1.27 1.38 1.54 A B 8.4
PRUCOLS
Extaexd dearning pedod 1o 7 veans L7 033 878 0.9 1.8 345 140 154 1.58 1.58 2.0 11908 159
Extwext donarming pariod ta cBizenahin o 2e .60 133 2403 258 £.80 2.8 3l 3AT Lrs 4,42 2305 829
FI1S: Denini to nonretident allens
irto raporting fer DOD parsennal G B.04 .08 8.8 o.18 niz .41 11 .12 G2 a.12 080 .40
Gambling
frcrmane withholding on gambiing winnings
> 50,000 o 38% s 323 [V b3 431 0.05 0,05 o862 9.0% .06 a.08 0.068 007 0.81 .81
Yithholding rate of 28% an koo, aiots,
ard bingo winners > $7,500 Bi%s (VR £.0% 0.1 0,01 0.28 0.0 .01 0.01 0.0t 0.0 .31 o1
Ruquire ieformation teporting on
winnings of $10,000+ from gambling
regariiess of odds (except State iottarin) o.m [1X+" ] 0.0% 0.0¢ 0.08 0.22 Q.07 8.08 .08 0.09 0.10 .64 .84
%% axchse tax on net recelpts of gambling
sxtablishments (except State lottories) 058 0.7 0.B3 0.8 oNt 3.9% .95 .00 1.04 1.68 .53 g.14 #.i4
Cther:
Phsea out dapendeant care tax credit for
AGH bahwawr: $60,000 and $110,600 &.0% 4R} &8 238 g.17 878 [+ % ¥ 837 813 .18 £.19 1.87 1.47
TOTAL IDEEMING TO CHIZENS M) px 354 455 £29 412 2282 ¢854 708 748 s.02 852 80,14 A%, 63
TOTAL (DEEMING TO SEVEN YEARS) .88 a2y 382 4.33 482 %17 5.43 S.45 5.8 513 £33 #8.58 2743
TOTAL (PEEMING TO FIVE YEARS) b 3.43 aut £.1¢ 448 1848 473 08 558 £ 201 A% M 845

S ICZ N Rl (N



TAHLE 4 - PRELIMINARY REVENUE ESTIMATES (FEDERAL AND STATE)
{By fiscal year, in billions of dcllars}

Sveer | 5 Yeer ) Yomr Hia
1908 199¢ 1987 1988 1993 Totel |Faderel 2000 2001 P 200 P00 Teknl | Fuciwral
Cop Ererganicy Assistance Qpe G5 D48 13- Q.50 212 117 0.8 a.85 o 76 s 5. .08
Terget Chid Care Food Pragram .00 G.00 'R ] DAL 0.20 [+ BT 4 oy 0. =R~ [+ B D24 ] LG 40
Gardonn AFLRS 1o Food Stamps 130% of Foverty 1.5 1.3% 1.40 144 .50 LB+ 584 1.88 .81 187 .78 i3] 14.48 Ay
Aaduce by 12 o855 1. .3 [+ 0,72 L1 2150 192 0.78 B.8% [:7. 08 LY e} 5% p %3
Fastires by 113 oy K" 4 43+ ] o 100 L. 2.58 1.63 157 1.1 .45 48 30 EE
Tighten Sponsorship and ElgHity Rules
for Allsna:
Mok ot S-ywar 881 dawming rulas
permanerdt end extand o AFDC and
Forxd Bhmmpy arwd Iirnft gssistance o 440 .4y G848 xR} .83 2 §.5% 168 .4 b ¥ i3 158 .54 #.10 #.13
PRoOLY
Extend <oy pdod 1o 7 years 6.1r 0.8y o8 f3- %} 348 .56 t.40 .54 L ¥ - - p2:] 1.8 7%
Extung desming Datiod 1o ctizenship el 3] £00 193 fdva] 250 L% ] T 2.8% 308 283 275 £ 1% i ¥ .29
EHEC: Daeidel to nox-meident aliens
info rapocing for DI perscrnel [+ ¥ 1] .0 ke ] fage frRs] fi 5 fA L f: R3] 13 8] .42 a8 [AY £ .50 ey
¥
Kramess wittduwiding oo gunbiing serings
o SR INNE ey DO S R ¥4 .08 06 208 s+ &.00 S08 4.08 o.08 OO0 aBT .81 o
Withivglding mis of 28% on kerms, siols,
et Diege winnees o 87,500 SAs ek i3+ L0 fi241 i3 G494 it ik o fudid .01 4m oot
Foncgdon infownation mapoting oo
whrings oF 10,0004 e ganstiing
sagparcions of oot {axcapt State lotieres) 25t .04 o5 SO0 00 7] RS aa? C0B .08 L) ¢.i0 084 0.04
% wxsing W 0 et recwips of garmbling
whabiitwroawsty Pocoep] Siate fofwter) .58 am 2 LR ] H4 Sk 27 .08 1080 £ 04 1.08 1.43 LA L #is
X
P cows Sy oare i ceadit 108 for
R e $I0 00 .08 paR .18 o168 (134 0.7 0,43 647 017 0.14 018 [-3}°] 1.47 1.47
LRGN 15 Dewering, Mo U income Tasl) 1.43 1.78 51 4.5 204 1447 <} -4 BAE 108 agz 422 3028 2047
CIFTHIN 2 L7 11 Dewning, 1095 130% come Test) 23T 2.62 345 a8y 433 1884 # abi LYE] 422 555 50 £5.63 fLRT
OFTICN 3 [Deem 10 £it2enshigs, 2 (0% Tt 208 287 385 “n7 BAT 1em 10,48 8. %] XL 1.8 .70 4. F1 273

QTN A {Dwern 2o Cititmoshin, Full 130% Tesy) 293 3.54 4.55 5% 812 22482 2.5 a.54 1.0 ran a0z 258 84,30 5. Sk




TABLE 2 -~ PRELIMINARY COST ESTIMATE QPTIONS {FEDERAL AND STATE)
FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL -

{By fiscal year, in millions of doliars)

{24 month WORK program foliowed by Assessment.)

{Weltare and Nonwelfare impacts)

8 Year & Year 10 Year 16 Year

Total Faderal Total Federsal

TOTAL - OPTION A {Summary Table) 18,445 18,088 56,250 54,040
TOTAL - QOPTION B {(Demonstrations and

Non-Custodial JOBS/WORK cut by 50%). 17,670 15,3858 £3,608 £1,015

TOTAL - OPTION C (Working Poor Child Care = G} 13,445 11,585 39,880 38,395

TOTAL - OPTION D (Two Parent Provislon = ) 16,235 14,938 §0,200 49,685

TOTAL - OPTION E (Territorles = 0,

RGA "All Others® = 0, Asset Limit = 0). 15,450 14,305 48,030 45,860

TOTAL - OPTION F (OPTION A - OPTIONS B through E). 7,465 7,935 23,365 28,735

TOTAL - OPTION G (Eliminate Family Caps), 19,105 16,350 £8,400 54,850

Note 1: Parentheses denote savings.

Note 2: Five Year and Ten Year Federal estimates represent 80% of all expenditures except the following:
benefits are at current match rates; child support I8 matched at rates specified in the
hypothetical plan; and comprehensive demonstration grants are matched at 100%.

Source: HHS/ASPE staff estimates, These estimates have been shared with staff within HHS and OMB but have not been
officlally reviewed by OMB. The policies do not represent a consensus recommendation of the Working Group co-chairs.

SEE APPENDIX FOR ENDNOTES TO TABLE



TABLE 3~ PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND STATE}
FOR A HYFOQTHETNIC AL WELFARE REFORM FROFOSAL
{By flacal year, in miliiony of doliars}
{24 month WORK program followed by Aswessinen.}
{Welfare and Honwselfars impacts)

S¥aar i & Yoar
= 1965 1996 19497 19488 1900 Yodel | Faderal
PARENTAL RESPONSIBILITY
Minor Mothere ¢ (2 (%) {2%) (35 {85} {a0y
Sompebvnsivs Demnonstration Granle 4] 5D 50 50 8 2 00
Ho Additlons! Beowlits for Additlonal Children 20) {50} (128) {200} {285} {860) {255y
Ratove Twe Farsed (D) Reetrictions o a 14 TS 1040 2,259 1,980
£nitd Bupport Enforoment
#atmenily Estabilshment (Nat) E 0 (125} (300} (205} {338) {90}
Entorcmmant {Het} L {1} {58} (45} {290} (2033 {160}
Lomputee Costs 13 A L3 160 L 48 #36
Non-Custodisi Parent JOBS/WORK . L 10 " L] 160 o E=1
Accwes Grants and Parenting Demonsirations o e b 14 0 » 1358 RF-
Child Support A arice Demonsirstions ¢ ] 00 200 %0 S50 4%
BUBTOTAL, PARENTAL RESPONSIBILITY 26 b ] ) nre Lr ] R 2,198
TRANSITIONAL ABSISTANCE FOLLOWED BY WORK
HOBG-Prap o % 5 45 110 305 75
Additionst JOBT Spending o i <] 810 L o0 2580 2320
Additionat Child Care tor JOBS o ki A% B ) 1,805 1,828
WONK Program ¢ B [+ 8o kgl ki, rio
Additionaf Thild Care for WORK 3 4 g 40 s s 330
Gavioge frome Child Care and Other Expansion ] L 4 {15} {80} {o9) {50}
Transitional Chlid Care <] ] 140 148 b 560 505
Enhanced Tesn Casa Mansgemnt g 20 £ $5 74 250 190
Savings - Caesload Reduction & o 2053 {253 {160} {520} (245
ADP Federai and Btate Systerw/Admin Efficlsncy 50 o ] 210 215 . BED 685
SUBTOTAL, JCBS/WORK 5G 288 1410 1565 3,105 8,588 5,285
WARING WORK PAY
Working Poot Child Cars {Capped at $2b
in net epanding). & S0k § IR 1,500 2,000 5,000 #5050
REINVENTING GOVERNMENT ASSBISTANCE
A snd Microenterprize Demonstrations o 9 G i i 306 e
Etate Flaxibliity on Eamed Income and
and Child Bupport Disrsgarde ¢ 3 Bk 876 590 720 880
Gwnarally Conform Arseis to Food Stampe,
on Limit, Burlal ineurance,
fisal Proparty and Translea o) 4 B e Y 263 100
Bel Auto Excluslons to F4500 Equily Yalus L ) 305 am ) 355 R
Bouble Territories’ SapsfAdiust for Inflstion O & 120 125 125 370 . 278
Al Others {3 s 230 =5 e o008 558
SUBTOTAL AGA {19 s 1378 1A 1 ABG 4516 31485
GRAND TOTAL 80 1,055 41756 5,565 ?,490 15,445 15,695

Hots 11 Paranthasad canots savings.

Rote 2: Flvs Yeur and To Yeur Fadaral setimutes raprssent 00% of sil sxpanditurss sxcapt the following:
baneiBs ars at curreat match eales; child support (s maiched at rates apacitied in the
hypothetical pian; and comprebmnsive demnonmtration grents are malched al $0D%.

Souree: HHS/ASPE stafl walimeion. Thuee eutivates have Do shared with eisff withln HHS snd OMB but have not been
officisily raviewed by ONB, The policies do not rapresest & conusnsus recommandation of the Working Group co-chalrs.

SEE APPENGIX FON ENDHOTES YO TABLE



TABLE 3 ~ PRELIMINARY DETAILED COST ESTIMATES {FEDERAL AND STATE)

FOR A HYPOTHETICAL WELFARE REFORM PROPOSAL

(By fiscal year, In mitllons of dollars)

(24 month WORK prog

d by A

(Weltare snd Nonweltare Impacte}

L)

10 Year |10 Year
2000 2001 2002 2003 2004 Totsl |Federal

PARENTAL REBPONBIBILITY
Minor Mathera {26} {26) {256) {25) {25) {210} {B5)
Compreshansive D tration Grants 50 ] 50 ] [ as50 a0
No Additional Baneflts for Additional Chikdren {276} {2a%) (100} 210) {320) 2,150) {810)
Asmove Two Parent (UF} Restrictions 1175 1,186 1,210 1,225 1,245 6,050 4,358
Chikd Buppert Enlorcment

Patemnity Establishmant (Met) {240) {280) e} ]3] 40) QT 2,080} {400)

Enforosmaent (Net) {445} {855) {940) {1,000} {1,055) {4,700} (1,555)

Computer Costa 156 130 116 10 110 1,085 L

Non-Cusiodis] Parent JORE/WORK 228 285 195 15 3485 1,855 1,670

Accesa Grants and P ing D rat 30 30 30 E E o 85 255

Child Bupport A [+] trath 250 250 260 200 a 1,500 1,350

BUBTOTAL, PARENTAL REBPONSIBILITY 200 475 e 225 {20} 1,985 6,105
TRANSITIONAL ASBISTANCE FOLLOWED BY WORK
JOBS-Prep 15 140 180 220 268 1,225 1,105
Addittonal JOOS Bpanding 790 as50 880 70 1,070 7,140 6,425
Additional Child Care tor JOBE 555 5as5 &00 &50 T05 4,900 4,410
WORK Program 1,260 1,650 1,880 FAL 2,3M 10,150 2,125
Additional Child Care lor WORK 620 TS50 B55 960 1,005 4,505 4,125
Eavings from Child Care and Other Expansion {150) {190} {240) {285) P20 {1,275) {700)
Transitional Child Cars M5 340 410 455 , 6500 2,580 2,320
Enhanced Tesn Came Managsment 76 T8 75 80 g 595 BAS
Savings - Camsload Reducth (250} 620) {1,100} (1,160} (1,440} {5,090} (2,800
ADP Faderal and Staw Systeme/Admin Efficlency 170 45 {20y [r13] {25) az5 200
SUBTOTAL, JOBS/WORK 3,600 3,625 3,520 4,005 4,200 25,535 25,455

MAKING WORK PAY
Working Poor Child Cars (Capped at $2b

in nst spendingl. 2,080 2,185 2,250 2,340 2,415 18,270 14,845
REINVENTING GOVERNMENT ABRISTANCE
DA and Microsnirpriss Demonstrations 100 100 100 100 o T00 =M
Hiate Flexlbility on Earned Incoma and

snd Child Suppent Diwregards 605 620 4,895 2,015
Ganerally Conform Assatis %o Food Stampa on Limit,

Burls! Inmuranos, Real Property, Tranwiers 70 15 80 80 a5 855 %0
el Aute Excluslons w3 $4500 Equity Valus 340 L 385 380 390 2,785 2,745
Double Territorles’ Cape/Adijuel for Inflation 130 125 140 145 140 1,060 T80
All Othars 255 265 270 80 290 2,265 1,376

BUBTOTAL RGA 1,500 1,550 1,590 1,635 1,570 12,360 7,835
GRAAND TOTAL 4,080 7856 T, 730 8,205 8,185 56,250 54,040
Note 1; P th denab ving
Noks 2: Flve Year and Ten Yauar Federal sstimates represent 90% of all axpandliures pt the lollowing

bensfits are at curreni match rales; chilkd support |s maiched at rates specifiad in the

hypotheticat plan; and comprehenslve d - grants are makched at 100%.
Bource: HHB/ASPE siaff safimatss, Thass sstimates have basn sharad with staff within HHS and OMB but have nol besn
officially reviswsd by OMB. The policles do not rep [ dation of the Working Group co-chairs.

SEE APPENDIX FOR ENDNOTES TO TABLE
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TABLE 1~ PRELIMIMARY SUMMARY COAT ESTIMATER (FEDERAL AND STATE]
FOR A HYPOTHETICAL WELFARE REFORM BPAGHOSAL
{8y ¥ncal yeaz, in millions of dollars}
{24 phanth WORK phogtam lollowesd by A ammant
{Wsitare and Notweilsrs Impacte}

19 Your TE Yowr
5 Your 0 FeRr Fwdnrsl Fatiave)

Total Tisbht 1 9% ! 50%
AREN TAL RESPOHNEIBHITY
Mothers 55 £216) 185} {85)
pranscaive {3 brwtiom Cirmnk 200 358 S50 350
Adaittonat Banafits S AddiSonal Chiliren [ #1503 FCRL ] (¢10)
ibd Bupgitirt Frefrertnmnet

Palernity Extabllshainat (Het) (535 1,000} (r88) {155),
Ensoroamant (Hug (A0%} {4,790 2,000} {£,60a)
Compuler Caeta 285 1,088 144 1]
Hon-Carabodial Peraot JOEBSWORNK 3710 1,A5% 7D 1,485
Acosss Geants and Patsnting Demonstratione a5 8 p14 2 pad
Chikd Bupport Aasiirsnos Demotineations 550 1,500 380 1,200

SUBTOTAL, CAE 583 @.05% T 56

TRANSITIONAL ASSISTANCE FOLLOWED Y WORK

0B8-Prag 713 1788 1,308 pas
Addttional JOBS Spending 2,550 7,140 &65% 5749
AdgiBonat Chitd Care for 2052 1,808 2500 4410 Bese
WORK Frogam 1908 48,750 5,138 8130
Addionst CHIlE Cure for WORK 35 4,585 A28 28710
Savings from Chiki Cars and Othes Sxpansion ) 7275 {ro) o)
Yranntonat Child Care 260 2,580 2,220 2068
iEnbanced Teen Cawe Managemet 210 ses | T sas ATy
Buvings- Cassiond Asduction {520 (5,000) {2,800 £2.800)
ALF Faderal and Siets BysiemaiAdmin EMolensy S0 B3 .1 e

BUBTOTAL, J0BB/WOHK 8,885 25,538 25,455 %2018
[maxina work pay

Working Poor Child Care (Gapged ot $20
In net apanding). 5,000 18370 245,548 13048

AEMVENTIMG GOYERNMENT ASSISTANCE

DA and Microstimepeise Damonetraions 300 Fo0 "] ]
 feamove Tme Parent (JP] Resirictions E 201 5.I5C £,35% 355
Htale Flaxihility o Earnad inoome aist

ared Thikd Suppoct Diwrsganis 1738 4,895 2015 s
Gmareraily Coatorm Aemits i Fosst Siamps o $imit,

Buriat inscarancs, Hesl Propeety, Transbers 38 s 765 i
£t At Exclusions 1o $A509 Equity Yakue ) z, 788 2,000 3,080
Double Tardtordes’ Caprrkaiosl for infistion 500 1,140 1080 1,045
AE (thers 958 2,285 1415 IS
tonkorm AFLIC fa Food Biamps 130% 0f poverty tule 8, 940} {15,340) {8,435) {0,435)

SUBTOTAL RGA 155§ 5,420 4328 355
GRARD TOTAL 11,535 43,260 ALYTE a0

Kswm 1: Parentheses dencle savings,

Hotw 2: Hinaty perosnt and ¢ighty perosnt federsl antimaten repeownd 30% ixnd 0%} of s sxpendituees expuat
the loliowing: benefits are at st kol sates; child suppod ia eexichad at rates apacifiad In tha
hypotheticat plan; knd comprahaaelve demansiration grante ars matched at T00%,

Bouree: HHEFABPE stafl sattuains, Yine sotioanie s bicve budn whnend with ekatt within HHE and OMEL Bt Bave not Heen
otticlally reviewed by OME, Tea policiew 30 adt tep is L cation of the Working Gecup cohairs,

SEE APPEMINY FOR ENDMOTER TO TABLE



TARLE 3 - PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AMND STATE)}
FOR A HYPOTHETICAL WELFARE REFOAM PROPOSAL

By fiscal year, In millions of dollars)
{24 month WORK program foll

Weltars and Honwelinre Impacts)

Ly

d by A

I

5 Year
1965 1998 1997 1988 1999 Total
PARENTAL REBPONBIBILITY
Minor Mothers ] {20) {20} (20} {25) {85)
Compred ive D ton Grants o 30 ] 50 50 200
[Ma Asditonal Benetits tor Asditonal Chitdren {20) (50) (125) (200} {285) {680}
Child Buppodt En t
Paternity Establl t (Nal) 8 0 (135) {200} (205) {535}
Enforcement (Naf) ] (15) 55) {45} (2900) {405}
Coats L1 as o5 1680 180 485
Non-Custodial Parent JORS/WORK 0 10 75 105 180 370
Acosse Grants and P tng D drath 20 25 a0 a0 30 135
Child Support A D krath 9 1] 1090 200 250 550
SUBTOTAL, CBE 40 55 110 250 128 580
TRANGITIONAL ABSISTANCE FOLLOWED BY WORK
Mle:} ] 18 as °s 110 05
Additions] JOBS Epending ] 100 &70 450 260 2,680
Additlons) Child Care for JOBB ] 70 465 500 870 1,805
WCAK Program o 0 0 a0 T10 190
Addidonal Chlld Care for WORK [ 0 ] 40 3128 385
Gavings from Child Care and Othar Expansion a 1] a {10 (80) {0
Traneltional Child Care 0 0 120 185 55 &80
[Enhanced Tesn Cams Mansgemeni 2 0 55 &5 70 noe
8avings - Cassload Reduction 0 ] (80) (250 {190} {520
ADP Federal and State Systama/Admin Eftol ¥ 50 50 25 210 276 &80
BUABTOTAL, JOBE/WORNK 5O 55 - 1,410 1,885 3,105 5,885
IMAKING WORK PAY
Wosking Poor Child Care {Capped st $2b
In nat apending). 1] 500 1,000 1,500 2,000 5,000
REINVENTING GOVERNMENT ABSISTANCE
1OA and Microsnierpriss Demonstrations o [} 100 100 100 300
R Two Pareni (UP) Restriotions ] L] 375 765 1,040 2,210
Sinis Flaxibility on Earned Incoms and
and Child Support Disregardn [ [ 555 515 590 1,720
Gansrally Cont Assels o Food Glampn,
on Limdt, Burlal Insuranos,
Raal Proparty and Tranziers 80 &5 .- &5 T 25
Bai Aute Exolusions ko $4500 Equity Velus o Q 303 20 30 955
Double Tettttories’ Capa/Adjuist for Inflation [+ ] 128 130 135 0
All (Mhate {30) 228 30 235 245 205
Conform AFDC % Food Btamps 130% of poverty rule {1,300) {1,350) {1,400) (1,440} (1,500} @}_
SUBTOTAL AGA {1,270) {1,080) ass 780 1,010 'nu)
GRAND TOTAL {1,200} (270} 2,780 4225 6000] ~ 11,535 ] {4 050
How: Parenthesss dencok savings. m
IS, 408
{¥,405
! s«,-uh. af"lm
2 ho-sdﬁ'!'(-
5%.& TITAL

$T. 7 rens


http:ponrty.we

TARLE 3 PRELIMINARY DETAILED SORY KATIMATEE HERALL ARD RTATE)
POR & HYPOTHETICAL WEL FAKE NERO RN PROFOSAL
iy Meoal peui, In militona of cotinen)

(34 month WORE srageive ink ok by A .}
CWubiort prul enrswatinre Snpantel
10 Feer 110 Year
O Voar Fadernl  IFaderst
_ 1000 2901 2003 208 gves Tote M BO% _laison
FEARSHER|, HERDONBIBIATY
Mince Mathere §15 el e 2%y [rt] Wit 193] 85}
Campratirinive amovnstrgiion Sk 59 ] 50 L] L] o p o] 50
N Abiticiorset Baeetty Sor Satditioeml Lhikdren (X} fre o1 {300} L0 20 {2,150} o) - 3te]
CNE Bappaat ¥odervmand
Bakpenity Bobwisiiotwaned {Fud) e L) [t ) a1 ol 8% #55)
Fminmppmnnet { N} {445) Ry {uaa) 1,000 1,088 [ER0 1 IR 12800
Tompuber Costw =8 1 1i8 (31 145 1 ORS s %47
HoreCunbodiul Parset JOBLWORK 2 k- - b ] L = »n 1,055 L¥ 23] 1.48%
Anseen Citwrdy wvd Parenting m b - b 1] ] b A f: -3 55 ne
Chid Suppert A [ FL 25 0o 200 & a0 b v 1,200
BURTOTAL, SR eeH] 18403 £3453 63 wae R85 W L
TFRANMI TEONAL ASBFTANCE POLLGWED BY WORX
LI DS 1ea 11 1.0 220 any 12851 108 ey
AR SIBE Bpwention 198 ) - "o 1o TN s 4,710
Adkutitiowmt Tkl Lwve dov KNS 2 2L =] E ] =0 Fon A0 410 0m
WORK Progrem 13 LA 1. AL AN 10,80 L Ak 9.1
AdiTornl Chd Dawy: v WOHREK 20 ki L] 80 1,633 4,595 4135 aae
FSavings From SIIA Diatw wnd Sthwer Wxpanalon 11 5] 41 ] fri ] (%9 {720} (AL {rom oot
TranalGonal TN Care E 1) » 410 453 -] 500 %4 T08E
M Ym Coon Wammgampnd 5 78 ¢ - » 5% 538 £7%
Baring ioed Paduoth el (62065 {1,190 1,564 1,80 {3000 22.900; 2.9
AL mu wrd Stolw Bywtomn/ Admin EMatenay 174 A% {263 2% 25 [ =33 ] b1
BUBRTGTAL, JOUSWORK 3800 B -3 3529 4,008 4200 FEEIS T ABANS %2
AR WK EAY
outiieny Primat Sl Lomew (g w25
in . spending). 2408 EXL raw 40 24N Y0 | feMesl sl
RENVENTIRG DUYERRMENRT ASNISTANLE
DA st Tl0 & e oo ) ] ne 100 L] Toa L] Lo
T M m Kastioklorm .78 1108 4,214 1225 1245 [ 10 ] 4335 4335
Pl a5 ek S wodl
=t W KRt Sl e aos f ) 1] 50 833 4005 2018 23
rk Aawnin b Food Sanipe 3n Limdl,
m Bl Propety, Traaabers T0 14 ] [ - ¥is os 383
Bat Aute Fxaitaukons i FAS00 Equity Yaluu O 5 k- G p- ] 2.7 0w 150
IOt Taivitarimn’ Cogrmd bl b Indiution L] 145 0 3 1. R XL 1.0t 1040
AN Ctthets E 20 L] wm i 0o 2348 8-+ 198
Cowlomm AFDC L Forud Mg 130% of pavaty foke [LR. EiF S {14005 CLIBE (LI {1A0R0 MEANMT (RO
FUBTTAL RAA %135 1,148 1,440 1440 1045 5,430 4238 &35
GRANT TOTAL §545 315 55 B A3 €415 45260 | 64,598 | IR |
Note 5 Parsedh i
Hote 2! Minely pavwenst ol shstiy pooant hudotal vatimetes copramtd UK fad I} 47 S upuoiitanes weonps
mmm&amﬁwmmmwumawuwu& .
rppothation phivi ik préudy kekicn gramis sen watabwet ot HO0%.,
Sewve: HHEALPE stelt wolkl Thanas awth Pve Bea: Mg with sbet? withie HEH S wod TN Gul have ot besn
oificially reviewss by OMN. Thw pofivien o not 1ep ot & chulbaei ¢ the ‘Working Giroup so-ohelre

SEE APPENDIX POR EHDNCTES TO TABLK
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TABLE 1 - PAELIMINARY SUMMANY COST ESTIMATES (FEDERAL AND 9TATE)
FOR A HYPOTHETIOAL WELFARE REFORM FROPOBAL
&?&"'“i yur, In milllons ¢f doiinre}
£24 myont OHK prograem followed by Axssssrment.)
(Weitare 61:d Nomwslfars inypacte}

l ¥ Tear S Yo 1Y Rir YT |
Tote) Faineni Totel Enciwni
1103 4 4
Minoe Mothers {85 1503 {210 {85}
Camprahenatve Owronatration Grants :m] 200 m} we
No Additional Beawtix for Additlona! Childzen 663 {zo0) {2,150} Bt
Rwnovs Twe Parent AP Rwivictions 2R ¥,160 8,280 4355
cmédmwﬁm%mﬁ {Net} S0} {A
Enforewemet (i) tm} {180 {i,m; (1.555{
Computee Cowts ALS 20 140488 78
HowGuatodial Perent JOBS/WOHRK aro 338 1,858 1870
Ancass Cirgnts and Petwiting Demaonstrations 135 155 20% ;- e
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COSTS ARND FINANCING

There i3 relatively little disagreement over the basic strueture of a preferred plan. The difficult
patt is coming up with acceptable finaincing options and cutiing back on the policy if financing

options are fimited.

y “1‘ c[: av"{“\s

COSTS

Carw sy
The costs of grelfare reform ety depend ()rtgolicy decisions, The working group has

produced a

1 which can serve as the starting point for discussion. The combined

state and federal costs of each major element of the welfare reform plan are shown below. In
each case we show one vear costs for FY 1999, five-year costs for FY 1995-1999, and ten year

costs for FY 1895-2004,
&c»b
PY L aaa
g ~sber

Costs of Working Group Consensus Wellare Reform Proposal
FY 1999 Five Years Ten Years
FY 1995-FY1995 FY 1995-
FY2004

Prevention, Parental Responsibility, - 18 .14 -4.17
Child Support Enforcement
Make Work Pay--Child Care for the 2.60 5.00 16.27
Working Poor
Transitional Assistance Followed By 372 8.57 27.72
Work
Reinventing Government Assistance 0.94 4,78 2.4
Total State and Federal 6.46 18.21 §2.22
Less state contribution -(.635 -1.82 ~5.22
Total Federal 5.81 16.39 47.00

The specific sub elements are shown in detai in the appendix tables. The costs could be reduced
by a variety of policy changes. We believe the only part of the program which really cannot be
reduced and still meet the commitments 1o do serious and comprehensive welfare reform is
transitional assistance followed by work. Given the targetting already present in our proposal, we
are already under some attack for not going far encugh fast enough, We also see few options for

-




additional savings in the Prevention and Parental Responsibility section. Thus the major options
involve child care for the working poor and remvennng government assisiance, In addition, we
prapose a number of demonstrations wikeimaawidebensoniedvbnele. These could be sealed back.

The table below shows the costs of particular elements net of state contributions. Victually every
element in the table has strong support from the Working Group. Moreover, there was no
confensus on which elements should be cut first,

POTENTIAL COST REDUCTIONS FY99 § Year 10 Year

Child Care for the Workine Poor 180 450 1463

Reinvention Options

Elminate Discriminatory Two-Parent Provisions 045 108 3406 F ¢ l
Easg Existing Asset and Automobile Rules 030 112 277 Ml

Allow State Flexibility on Work Incentives 819 064 150

Maintain Differential Accounting for AFDC and Food Stamps 025 095 223

Deouble Contributions to Puerto Rico and Terntories 014 0463 138

Total Reinvention

Demonstrations

Prevention (irants 003 010 024
Work and Training for Noncustodial Pareats 020 043 197
Access and Parenting 003 014 029
Child Support Assurance 023 055 1.5¢
Microenterprise and Subsidized DA 016 030 070

Total Demonstrations

Efiminating or scaling back any of these options will be difficult. Child care 15 provided for pecple
in JOBS and WORK and for those leaving welfare. Ifit is not provided for the working poor,
serious equity and incentive 1ssues arise. Moreover, if we target on young peopde, child care is
articular cancgy if the goal is to get people off welfare permanantly. The $2 bitlion in the plan
r child care now will cover most working poor families, but not if utilization or costs rise
rapidly.

Each of the reinventing options has strong support. There 1s strong support for the two parent

provisions woz’z moral, symbolie, and political grounds. Proponents argue this policy is

essontial if we interd 1o send a clear message about strengthening two-parent families. The

improved asset and automobile rules seemed especially important since current rules make it

almost impossible for persons to own a rehable car to use m getting to work. Work incentives

reward work, and are a2 major source of waiver requests. Proponents argue it ts silly to allow

states 1o set any benefit level they ghoose, but not to adjust the work Incentives and benefit d‘i & r"‘

reductions associated with work. (Some vt Smg thas werk &surflx
disanrige peagle fom ‘twiv’ vl Ji'trﬂw- )



Puerte Rico and the terntories have a fixed allocation of money for AFDC, JOBS, and programs
for the aged, blind and disabled. Residents are not eligible for 881, The allocation has been
adjusted only once since 1979, Thus doubling the existing caps seems both necessary and
appropriate.

Each of the demonstrations also have strong supporters. Prevention grants are pant of the teen
pregnancy prevention. Work and training for non-custodial parents sends a signal about
responsibifity and opportunity for these men,  Access and parenting demos are also focussed on
the men and improving their role tn nurturing the child alonyg with our greater expectations for
child support payments. Child support assurance has extremely strong supporters, but some
significant critics. Most agree that demos are 2 good way to resolve the questions.
Microenterprise and IDA demos focus on the goal of giving people real opportumities to
accumulate assets and start small businesses. There is hkely te be strong support in Congress for
all of these ideas.

Below are a few packages which would reduce the budget:
Packages with 5 year costs of $13 billion
Packages with 5 year costs of $10 billion

Packages with 5 Year costs of $7 billion

FINANCING

There simply are no easy financing options. Each faces serious political problems and raiges some
substantive concerns. We have sought to develop finaincing options which are sound policies and
potitically sustainable. Given that we sought to find maost of the finainacing by cutting existing
low income programs, all of the options have some troubling implications.

Welfare reform itself will generate a certain amount of savings from child support enforcement,
caseload reductions, and changes in eligibility rules. These internal savings have already been
shown netted out of the cost tables. Thus we examine only those proposals which arguably he
ouiside the basic reform proposal. We have exploved dosely related income transfer programs
and identified reforms that would improve their targeting, officiency, and effectiveness while
providing savings. We paid particular attention 10 programs that seem to be growing very
rapidly. Bach of the proposals is difficult. Each will be controversial, but each can be justified on
sound policy grounds

Entitlement Reforms
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Conform AFDC benefits to the 130% of Poverty Rule of Food Stamps Food Stamps and AFDC
use somewhat different defimtions of family. AFDC is a child centered program with the filing
unit definted narrowly around the child. The child's parent and siblings are almost always part of
the unit, but other relatives generally are not. Indeed siblings are not part of the AFDC unit if
they receive SSI. Food stamps uses a definition which is closer to extended families living
together. Food Stamps also has a rule that units with income above 130% of poverty (i.e. roughly
$20,000 for a family of four) are not eligible to collect Food Stamps. At one point we sought to
conform AFDC and Food Stamp filing unit definitions, but backed away when we discovered this
would cut many people oft AFDC in low benefit states as the income and assets of others would
push the family above the very low AFDC henefits there,

Nonethless, one option would be to apply the Food Stamp 130% rule to AFDC units as well--
cffectively denying AFDC benefits to children living in families with income above 130% of
poverty. This would impose no new administrative burdens since the rule already applies to Food
Stamps. Reemasioabls applying this rule 1o AFDC would reduce AFDC expenditures by roughly
6% or $1.4 hillion in FY 1999,

Two types of famlies would be affecied by this plan. First "child only” cases would be reduced
signiticantly. Child only cases are those where: no parent is present and the child is living with a
relative who is not the legatl guardian, the parent is present but the parent is an undocumented
alien, the parent is present but m{:eivﬁng SSL These cases have grown dramatically in recent
years, rising from roughly 400,000 w the mid to late 1980s to nearly 700,000 cases in 1992, In
child only cases, generally relatively litile income of other hpusehold members is counted n
determiming benefits and eligibility. Thus many have household income in excess of 130% of
poverty. The argument for imiting AFDC in such cases is that the money can be betier targetted
10 poor families. The argument againgt it is that especially in the case of nonguardian relative, the
limitation on henefits might discourage some refatives from taking in a child who might otherwise
end up tn foster care. One advantage would be that it would be harder to garme the time-lirmited
welfare system by "placing” a child with a relative. Relative caretakers who are not the guardian
of the child would not be subject to work requirements and time limits.

The second type of family which could be affected are extended family settings. Most commonly
a parent and child may be living with the grandparent. If the parent is over 18 the grandparents
income is not counted in determimng eligibility regardless of the income of the grandparent,
Other situations would inchade cases where the parent is living with a sibling. Thig policy would
prevent AFDC payments to sitaations where the parent had low income, but the extended family's
income i3 well above poverty, Here the fear is that this policy might discourage extended families
from living together,

Note this proposal would not affected Medicaid eligibility of any persons,

Cap the Emergency Assistance Programn: The little known AFDC-Emergency Assistance

Program is an uncapped entitlement program which is out of control. ta FY 1990 expendinures
totatied $189 million; in FY 1995, it is estimated that expenditures will be 3644 willion and by FY
1995 almost $1 billion, While the intent of the EA program is to the meet short-term emergency



needs and help keep people off welfare, states currently have wide latitude to determine the scope
of their EA programs. Recently states have realized that the definition of the program is so broad
that it can fund almost any critical services to low income persons. Since the EA program has a
federal match, states have rapidly begun shifting costs from programs which the states fund on
their own such as foster care, family preservation, and homeless services into the matched EA
program. States appear 1o be funding services that address long-term problems as well as true
emergency issues.

We propose 1o repeal the current Emergency Assistance program and replace it with a Federal
matching cap for each siate's EA expenditures. The cap will be 3 percent of the state's total
AFDC benefit payments mcurred durning the previous fiscal year. The Federal match will continue
at 30 percent up to the cap. Under the new capped program, states will also be given the
flexibility to determine their own definition of emergency services. This will give the states
flexibility to address various special emergency problems. We would use the FY93 expenditures
{estimated at $386.9 million) since using FY94 (estimated at $558.9 million and rising) would
encourage states to spend more this year 1o increase the baseline. There will be a hold harmiess
provision {o protect the seven siates that spent above the 3 percent cap in FY93,

Critics of this proposal point to the fact that much of the money Is now going to programs such as
child welfare and homeless relief, They also note that capping at the FY93 level may hurt states
whose spending rose in FY94,

Reform of the Family Day Care Home Compenent of the Child Care Food Program. The Child
Care Food Program provides food subsidies for children in two types of settings: child care
centers and family day care homes. They ar¢ administered guite differently. The subsidies in
centers are well targeted because they are means tested; USDA believes that over 90 percent of
federal dollars support meals served to low income children. The family day care part of the
program 1s not well targeted because it has no means test (due to the lack of adminisicative ability
of the providers); a LUSDA study estimates that 71 percent of federal dollars support meals for
children above 185 percent of the poverty line. While the child care center funding levels have
been growing at a modest rate, the family dav care funding levels are growing rapidly {16.5
percent between 1991 and 1992).

The following approach better targets the family day care funding te Jow income children and
creates minimal adminigtrative requirements for providers:

A, Famuly day care homes located in low-income areas (e 3., censusg tracts where a thrd or half of
the children are below 200 percent of the poverty line) would continue 10 receive reimbursement
for all meals as they do today.

B. All other homes would have a choice. They could elect not to use a means-test; if they elect
this option, they would receive retmbursement but at 8 somewhat reduced rate ($1.27 per meal
mstead of $1.52), though still much higher thar the rate paid for most children in child care
centers. (Meals served to children over 185 percent of poverty in centers are reimbursed at just
$.31 per meal) Alternatively, a family day care home could administer g simplified, two-part



means-test, Meals serve to children below 185 percent of the poverty line would be resnbursed at
the higher rate. Meals served to children gbove 185 percent of the poverty line would be
renmbursed at the reduced price rate.

Critios of this proposal will argue that it may hurt children because family day care programs may
drop out of the program. Given the fact rembursement falls only slightly, and only for homes in
well to do areas, this seems rather unlikely.

Tighten Sponsorshin and Eligibility Rules for Non-Citizens. In recent years, the number of non-
citizens lawfully residing in who collect 851 has risen very dramatically, The Chart below shows
that aliens rose from being 5% of the §5I aged caseload in 1982 10 being over 23% of the
caseload in 1992, Since 1982 apliications for S8I from legal aliens as tripled, even though
immigration rose by about 50% over the penod.

Most of these applicants enter the country sponsored by their relatives. Until this year, current
taw required that for 3 years, a portion of the sponsores income in excess of 110% of poverty be
"deemed” as available to help support the legal alien should they need public assistance. Currently
47% of aliens on SSI apply m their 4th year in the U.S.

The House Republican welfare reform bill fingaces its reforms by denying all means tested benefits
to noncitizens.  Since undocumented immigrants are already barred from collecting benefits
{except emergency medical services), this proposal only affects legal immigrants who have not yet
become citizens. Such a policy is extremely difficult to defend. Legal aliens are required to pay
taxes and contribute in many ways. We believe the administration should categorically reject such
a proposal.

Nonethless, the gquestion of how long a sponsor's responsibilities should last for a relative they
bring to this country is difficult. Recently, the time was extended form 3 years to S years until
1996 when it reverts to J years again, as & way of funding the Ul extension. The most modest
proposal would be to extend the § vear degming provision permanantly. One could argue that
deeming should extend until the immigrant becomes g otizen,

The proposal would set consistent deeming rules for non-citizens across four Federal programs
{881, AFDC, Medicaid, and Food Stamps). The proposal is based on long standing immigration
policy that immigrants should not become public charges. However, it also ensures that truly
needy sponsored immigrants will not be denjed welfare benefits if they can establish that their
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gponsors are no longer able to support them. The policy would not affect refugees or asylees,

There currently are a number of different categories of immigrants. The second element of this
proposal establishes similar gligibility criteria for all categories of non-citizens under the four
Federal programs. Currently, due to different ehgibibty critena in statute, and litigation over how
1o interpret statutory language, the four Federal programs do not cover the same categories of
non-cilizens. The Food Stamp progran: has the most restrictive defimtion of which Categories of
non-citizens are ehgible for benefiis (e, the eligibility criteria encompass a fewer number of INS
statuses). SSI and Medicaid have the most expansive definition of which categories of non-
citizens are eligihle for benefits, and the AFDC program filis between these extremes.

This proposal creates cligibility criteria fo the 881, Medicaid, and AFDC programs that is similar
10 the criteria that currently exists in the Food Stamp program. The new hst of INS statuses
reqruived for potential eligibility to the 881, Medicaid, and AFDC programs would also be the
same as those listed tn the Health Security Act providing eligibility for the Health Securnity Card.
This part of the proposal would result in savings in the S8, AFDC, and Medicaid programs.

This proposal would affect applications afier date of enactment (i.e., 1t would grandfather current
reciptents as long as they remained continuousty eligible for benefits).

Tax Compliance Measures
Deny EITC 1o nonresident aligns. Under current law, nonresident aliens may recetve the EITC,
Because nonresident taxpayers are not required to report their worldwide income, it 15 currently
impossible for the IRS to determine whether ineligible individuals {such as high income
nonresident aliens) are claiming the EITC. The proposal would deny the EITC to nonresident
aliens completely. We estirnate that about 50,000 taxpayers would be affected, matnly visiting
foreign students and professors. The proposal would raise $133 million over 5 years.

EITC information reporiiog for Dol personnel. Under current law, fannbes living overseas are
ineligible for the EITC. The first part of this proposal would extend the EITC to active military
families living overseas. To pay for this proposal, and to raise net revenues, the DoD would be
required to report the nontaxable sarned incorme pald to milltary personnel {both overseas and
stateside) on Form W-2, Such nontaxable earned income includes basic allowances for
subsistence and quarters. Because current law provides that in determining earned income for
BITC purposes such nontaxable earned income must be taken tnto account, the additional
information reporting would enhance compliance with the EITC rules, The combination of these
two proposals, which together would raise $162 million over 3 years, is supported by the DoD,

Gambling compliance proposals, Current rules require withholding at a rate of 28% on proceeds
from a wagering fransaction if the proceeds {amount received over amount wagered) exceed
$5,000 and are at least 300 times the amount wagered (3.e., odds of 300:1 or higher). For
lotteries, sweepstakes, or wagering pools, proceeds from a wager of over 35,000 are subject to
withholding at a rate of 28% regardless of the odds. No withholding is imposed on winnings from
keno, bingo, or slot machines. There are three components to this revenue raising proposals, as




follows:

{a) Increase withholding rate on gambling winnings in excess of 850,000 The first
component of this proposal would increase the withholding rate on certain gambling
winnings from 28% to 36%. The higher rate would apply only to winnings in excess of
$30,000. In addition, it would apply to such winnings regardless of the odds. Thisis
estimated to raise 3516 million over § years. The increased revenues result froma
speedup in collection of tax and enhanced comphance.

{b) Withholding on gambling winnings, The second component of the propasal would
impose withholding on gambling winnings of over £7,500 from keno, bingo, and slot
machines regardless of the odds. This is estimated to raise 3248 million over 5 years,

{c) Information reporting on gambling winnings. Currently, information reporting is
required on gambling winnings in excess of $600 (except that in the case of bingo and slot
machines the threshold is $1,200; and $1,500 in the case of kena) but only if the payout is
based on betting odds of 300 to 1, or higher. The proposal would extend the information
reporting requirement to any winnings of $10.000 or more regardless of the betting odds.
This would raise $215 million over $ years.

Limit EITC to Single Filing Males For Whom Paternty Has Been Established Poltey still under
development,

Revenue Raising Measures

Excise tax on revenues from gambling, Certain wagers authorized by State law are currently

taxed at a rate of 0.25%, and unauthorized wagers at a rate of 2%. That tax 15 calculated as 2

percentage of the wnonont wagered. Only wagers with respect to sporting events or contests and

pools and lotteries conducted for profit are subject to tax, The tax does not apply to drawings

condugted by nonprofit organizations, games where winnings are determined n the presence of all

persons placing wagers (such as table games, bingo, and keno}, parimutuel betting Jicensed under

State law, wagers made using coin-operated or token-operated devices, and State lotteries. The -
proposal would impose an excise tax of 4% on gross revenues {wagers less winnings paid out) ﬂ""f'
from all gambling activities except State Inttenies. This proposal would raise approximately $3.2 5,,3;.—;
billion over 5 vears.

Phase-out or reduce dependent care credit at hieh income levels. Under current law, a dependent
care credit is allowed for a cortain percentage of expenses incurred o enable the taxpayer to be
gainfully emploved. This credit is frequently used for child care expenses and, therefore, is
sometimes referred 1o a3 the child care credit. The credit is qurrently 30% of qualifving expenses,
phasing down to 20% beginning at $10,000 of adjusted gross income. The maxtrnum amount of
creditable expenses s 32,400 for houscholds with one qualifying dependent and 34,300 for two
qualifving depundents, resulting in a maximum credit of 31440 {i.e., 30% of $4,800), or 3960 for
those whose credit rate is 20%. Currently, after the phase-down to 20%, the credit is available




regardless of the taxpayer’s income, Several alternatives have been considered in phasing out or
reducing the credit, including the foliowing three options’

{(a) Full phase-out for high-income taxpavers, The proposal would begin to phase out the
credit (i.e., remove the 20% floor) for taxpayers with adjusted gross income of at least

$90,000. Specifically, the credit would be reduced one percentage point for every 31,000
of income in excess of $90,000. Thus, the credit would be fully phased cut at $116,000,
This option is estimated 1o raise $781 mitlion over 5 years.

{b) Phase-down to 10% of creditable expenses for taxpayers with $90.600 10 $110.006 of
income. Under this option, the credit would be reduced by ore-half of a percentage point
for every $1,000 of income in excess of $90,000. Thus, households with income of at
least $110,000 would receive a credit of only 10% of employment-related expenses, This
option is estimated 1o raise $384 million over 5 years.

{¢} Phase-down to 10% of creditable expenses for raxpavers with $70,000 to $90,000 of

mcome. This option is similar to the immediately preceding option except that the phase-
down would begin with adjusted gross inconie of $70,000 (instead of $90,000). Thig
option is estimated (o raise $626 million over 5 vears,

BALANCING COSTS AND FINANCING

Ifthe

The working group recognizes the need for cuts in existing low income entitlements to fund
reform. Nonetheless, there was little enthustasm for any of the entitiement reforms proposed.
The group thought it was particularly inappropriate to cut existing low income programs to fund
child care for the working poor. Thus one approach would be to use revenue measures for chald
care for the working poor, and entitlement reforms and tax compliance measures for other
clements,

H we think of ways to {inance child care, reductions in child care 1ax credits for upper income
families and reforms in child care feeding seem like a very close link, One can add the gambling
tax on the basis that new revenues should be used for this new initiative. Comparing these three
sources one finds that the finances fall slightly short of covening the costs of working poor child
care in the § year window, well short in the 10 year window. Setting the pambling tax somewhat
bigher would make the mateh somewhat closer,

revenue raising measures to child care for the working poor, direct AFDC cuts in the form of the
130% rule to AFDC expansions through reinventing government, and other entitlement reforms



and tax comphance measures for the new transistional assistance program.

Comparing revenue raising measures included here to the costs of working poor child care, one
finds that the
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MAJOR POLICY ISSUES
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The plan as described @reflects tentative decisions on a
number of relatively controvergial policy iszues. Thia section
identifies the key decisions and discusses alternative approaches,
These issues can be considered in the context of two overriding
guestions:

o Does the plan succeed rending welfare as a way of
1ife?” : 5 meiraerny notiont of “succens” that
the plan assumes ceﬁsz7&ent with expectations for
dramatic reform?

Riry, e,

o Does the pléa achieve an appropriate balance between
responsibility and opportunity, and bhetween high
expectations for parents and protection of children?

In each of these areas hlternative policy decisions could be made
that would shift the Bdlance of the plan in one direction or the
other,

What is success?

success that ects the several dimensions of “ending welfare as
a way of life.™ It must also recognize the difficulty of the task,
the constrained capacity of the system to achisve it, and the need
to protect vulnerable children and famillies.

An important ;@illenga for the plan is to embody a definition of

The plan assumes that success has several dimensions:

0 Ending welfare as a way of life, by expecting everyone to
work or prepare for work, changing the culture of the
welfare system from an emphasls on income maintenance to
an emphasis on work and the responsibilities of both
parents, and imposing serious time limits,

o " Improving the well being of thedf” children and their
families through increased earnings and child support,
and providing protections for the most vulnerable
children.

&Jﬂuﬁ‘ -ﬂ,. #QF P&.‘,‘Q -
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¢ Achieving some caseload and cost reductions after a I‘Vﬂ"u’c,
reasonable period for investiment and implementation.
ey
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A key decilsion to be made about whether the plan fulfills its
promise of transforming welfare has to do with the scale and speed
of implementation of the reformed welfare system. Should we seek
to bring everyone on the caseload into the new system quickly, or
should we initially target new resources on sub-groups such as new
applicants or young families?

Immediate implementation of the new program would sevei&y strain
the ability of federal and state governments to impleme the new
system successfully. There is almost no disagreement that phasing-
in is necessary.

A phase-in strategy could start with new applicants, with selected
states, with families with older children, or with young applicants
and recipients. A focus on new applicants raises serious equity
concerns between people who came onto welfare very young and those
who managed to stay off for a longer period of time. A state by
state strategy raises serious capacity issues at the state level
and questions about whether we have achieved truly national reform.
The primary arquments for a focus on families with older children
have to do with parental care of children and the cost of day care,
but such a focus raises questions about whether the culture of
welfare can be changed if families on welfare for several
years before they encounter the new._system.\ .

w¢gmugu¢‘AHA,_qﬁdﬁw*a4fhamfs¢u¢q:,h14va,3
A focus on young families, which the plan recommends, recognizes
that it is the younger generation of actual and potential welfare
recipients that are the source of greatest concern. They are also
the group for which there is probably the greatest hope of making
a profound change, and of sending the message that welfare can no
longer be a way of life. ©Under this approach, we would devote
energy and new resources to ending welfare for the next generation,
rather than spreading efforts so thin that little real help is
provided to anyone.

Ke :  benefit gu m art time and 1 a k

Everyone agrees that independence from welfare should be the goal-
of the new system. But there may be situations in which welfare
benefits to supplement work are desirable. Two related issues
arise in thinking about work expectations, and about whether
supplementary welfare benefits and exemptions from the time limit
should be provided for workers,

The first issue is under what conditions someone who is working can
continue to receive supplementary welfare benefits outside the
constraint of the two year time limit. The issue arises because
even full-time work at the minimum wage leaves a family below the
income eligibility level for welfare in a few states. In about

2
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half the states, half ¢ work at the minijfum wage leaves a family
of three below the welfarp eligibility lesels, Larger families are
eligible in more states.’/ Proponents of ‘allowing-sontinued-benefit
yMggﬁ&pxmﬁa£ww9§¥6ra“&rgﬂe~bhatwaemaona~who-¢s—wark1ng~ahauid‘hﬁ““%
¢ ] : t—working—and--xeceiving
wa%#axeymand that getting someone to work even part time is a hig
success and should be rewarded. Opponents argue thaf(contlna&ng
5PPE as a work supplement for long perlﬁda of time is Tounter to

the bhasic phi]{iophy of bhombai.progran.. end t-sa wilvee .

The Working Group and Cabinet had difficult and somewhat
Inconclusive discussions of this uecumeibbibouik issue.
There was general agreement that supplementary welfare
benefits should be provided irrespective of the time
limit for anyone working at least 30 hours. There was
also general support for <“a® state option to .exbtend
y..penefits to-gther—part-time—~workerswho.
wow%@dw&bw%aﬁst’zﬁ hours. An alternative proposal,was ¢o
extend.benefits--to 20 hour workers who had preg¢school

BE DN 3l
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A related lssue arises around the number of hours of work that
states would be required to provide through subsidized or community
service Jobs, and around whethex sappiemeg&g welfare benefits
should be paid if the reguized hours,of work did ASt  Yenerate pay
at least as high as the welfare bensfits received by non—working
welfare recipients in the state. Because of wide variations in
state welfare benefit levels, the numbexr of houra of work at the
minimum wage reguired to earn the eguivalent.o salfare benefit
level for a family of three ranges frcm For
larger families, work hours would have to be qiter to reac the
walfare banefit levels. It is obviously hard to structure a real
job of elght or ten hours per week., At the other extreme, it is
unreasenable to require more than the conventional definition of
fullwtime work., When work hours fall short of the welfare benefit
levet it seems reasonable to supplement the incomes of WORK
program participants so that they are at least as high as those of
welfare recipients who do not work.

The general sense of the Working Group and the Cabinet on
this issue is that states should not be permitted to

Tewr?

define hours of work at so low a level that a significant o

portion of income comes from benefit supplementz. With
this caveat, there was agreement on providing sone state
flexibility within the range of 15 to 30 hours of work
por weak, and for benefit supplementation to insure that
participants in the WORK program were as well off as
walfare recipients who did not work.

The balance of responsibilities and protections



A second important challenge for the plan is to achieve an
appropriate balance of responsibility and opportunity, and of
expectatlons for parents and protection of children. The dilemma
because AFDC recipients are both workers and parents, and
we are concerned about the well~being of children at the
ime we require work and work preparation by their parents.
The balancing act has to take place in two arenas: that of time
limits and work requirements; and that of parental responsibility
and prevention,

decisions: time limits an r u'r% nt

requirements affect the balance of responsibili nd protections.
The most difficult decisions are around ensions to and
exemptions from the time 1limit, around wvarious means for
discouraging long-term participation in the WORK program, and
around protections for children when parents do not meet the
requirements of the program.

A number of key policy decisions on time@mits and work

Extensions to and exemptions from the time limit, Should any
groups of recipients have the time limit extended? Should any be
exempted from the requirements of the time limit?

The issue of extenslons arises because some recipients, especially
those with language difficulties, education deficits and no work
experience, may not be able to appropriately prepare themselves for
work in a two year period.

The Working Group and Cabinet generally agreed that a
limited number of extensions for such purposes as
completing a high school or job training program were
appropriate. They generally agreed that extensions
should not routinely be granted for the purpose of
completing a four year college program but that higher
education combined with part time work was appropriate.

The issue of exemptions from the time limit arises because not all
recipients are able to work, even if they are not severely enocugh
disabled to gqualify for SSI. A second type of exemption issue-
arises because requiring participation from mothers of infants or
very young children may interfere with healthy child development
and require substantial expenditures on infant day care. Under
current law, over half the caseload, including mothers of children
under three, is exempted from participation.

The Working Group and Cabinet generally agreed that
exempt.ions @uld be limited, and that participation in
) some acti 8 be expected even of those who are
exempted. ey tentatively agreed that states should be
permitted to exempt up to a fixed percentage of the

4



caseload for disabilities, care of a disabled child and
other serious barriers to work.

There was considerable discussion of the issue of whether
exemptions for mothers of infants should be for one year
(i.e., until the baby’s first birthday) or for twelve
weeks (Twelve weeks is the mandated leave time in the
Parental Leave Act.) The plan currently assumes a one
year exenmption for infants who were not conceived on
welfare and a twelve week exemption for those conceived
on welfare.

Discouraqging extended participation in subgidized or community
sexvice work, The WORK program of subsidized and community service
jobs is designed to be a short term supplement to unsubsidized work
in the private sector, not a replacement for it. A number of
steps, which are incorporated into the current plan, can be taken

to ensure this:
' . 4?«:**0Nw“&h~¢»q¢wr§§
Subsidized job shots would last for a—defined-pertod of
time,; after which the person would again be expected to
look. for unsubsidized work.

Federal reimbursement to states could reflect the amount
of time people were on the rolls, in order to provide the
states with seriocus incentives to move people into
employment,

Refusal to accept a private sector job will result in
termination of benefits,
¢ hoped o

An issue arises around what le esmpscted £0 be a small number of
people who continue to be unable to find unsubsidized employment
after placement in a job slot and private sector Jjob search. Some
argue that they should be placed in community service slots for as
long as they need them. Others argue that this policy would lead
to permanent guaranteed jobs that might be expensive and perceived
as simply another welfare program. Instead, people who continue to
be unable to find employment might return to a deferred status,

might have their welfare benefits reduced or might be cut off

entirely.

There is general agreement that a serious reassessment
should be done of everyone who comes to the end of one or
two job placements without having found private sector
work. Those found at that point to be unable to work
would be returned to deferred status with full benefits,
Those found to be able to work and unwilling to take an
unsubsidized job would have assistance terminated. In
situations where jobs were not available for people who
conscientiously played by the rules and tried to find
work, assistance would be continued through another job

5
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slot, a workfare assignment, or training linked with
work.

A second lssue arises around whether the EITC should be available

to WORK program participants. There was general agreement that

denying the EITC to participants in subsidized jobs would provide

a powerful inaentlve to move into unsubsidized work. Slstdicnaivtee ]
POAIDRN bodsh about the administrative feasibility of ‘g?"‘“‘

thiﬁ racammendatlon and about its equity mellcatlans for workers %

doing similar jobs, i

Sanctions and protections., If the welfare reform plan is toﬂﬂ,w

be serious about ending welfare as a way of life and about changing
the bagic values and culture of the welfare system, it must embody ,iL
serious consequences for ecipients who do m
requirements. The plapehee e F
for non-participatigf N e »fhe adult from the grant for
increasinq periods o ror _each sanction. It adds a severe Fwﬂrﬂq
gsanction™hbenefit terminationg for refusal to accept a private .
sactor ﬁ‘b After the time limit, non-participation in the WORK
program carries the same sanction as for ordinary workers: wages
are not paid for hours not worked, Notice and hearings pretections
are conbtinued., In addition, the state must keep its end of the
bargain: services must be provided.

Fanmilies whose benefits are terminated for refusal to take a job or
to participate in the work program continue to be eligible for food
stamps and medical assistance. There ls, however, the danger that
in rare cireumstances families will find themselves homeless ox
unable to care for their children. For these families, the shelter
syastem and the c¢hild welfare system provide the safety net of last
resort. If the welfare system is working properly, these failures
will be extremely rare. HRonetheless, the fact that they may occur
must be faced, since there i8 no apparent alternative if the system
is to be serious about expectations.

In the area of parental responsibility and prevention, the plan
attempts to balance responsibility and opportunity for both mothers —
and fathers. Rather ithan simply focusing on the work obligations
of custodial parents, it proposes a strengthened approach to child
suppert enforcement that makes clear to fathers as well as mothers
that parenthood brings with it clear obligations, and that these
obligations will be enforced with serious and predictsble
consequences. To complement its emphasis on child support
obligations, it proposes & set of demonstrations focused on work
opportunities and expectations for non-custodial parents. It also
proposes & set of requirements on and sexvices for minor and school
age parents, and a comprehensive approach to teen pregnancy
prevantion. Finally, it proposes to extend eligibility for
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benefits to two-parent families, to remove the current bias in the
system toward one-parent families.

A number of the key policy decisions have to do with the relative
priority to be given to various spending proposals; the section on
costs and financing outlines the tradeoffs. In addition there ars
three other decisions that have phllosophical ag well as cost
implications: the size and scope of child support assurance
demonstyrations; the living at home reguirement; and the family cap
option,

Child support assurance demonstrations, The proposed child
gupport assurance demonstrations are controversial not only because
of cost but also because of the ldea itself. Child support

assurance speaks to the circumstance when little or no money is
collected from the noncustodial parent, either because the system
is ineffective or because the abgsent parent has very low garnings.
Child support assurance guarantees that single parents with a child
support awarxd in place cou count on a minimum level of support
which they could use to sup nt thelr earnings., Some see CSER as
a crucial way to "make work pay” and to ease the transition from
welfare to work for single parents. Opponents see it as ¢lose to
simply being welfare by ancother name, that might also provide an
incentive for fathers to escape their obligations,

at reo gnts The plan proposes to reguire
minor mothers to liva at home ot with a responsible adult. Though
there is general agreement that very young mothers need care and
supervision from adulis, there are some guestions about whother we
can ensure adequate protections for minors in abusive or otherwise
unguitable homes.

amily 2323 L The plan also proposes an option for
states t& adopt ”family capg® that limit benefit increases when
additional children are conceived by parents already on AFDC,
Proponents of famlly caps, some’'of whom believe they should be 2
reguirement and not just a state option, argue that they reinforce
a message of parental responsibility and help achlieve equity
between welfare recipients and working families, who do not recelve
a pay raise for additional children., Opponents of family caps-
argue that there is no evidence that they deter births, and that -
they deny benefits to needy ¢hildrn. 1In addition, opponents argue
that the average value of the benefit increase is not much greater
than the valve of the tax deduction and the EITC increase for a
working family that has an additional c¢hild.




Deny EXITC to ponresident sliens. Usnder oturrent. law,
nonresident aliens may receive the EITC. Because
nonrasident taxpayers are not required to report their
worldwide income, it Is currently ilmpossible for the IRS to
determine whethar Ineligible individuals (such as high
income nonresident aliens) are claiming the EITC.  The
proposal would deny the EITC to nonresident aliens -
complately. We astimate that about 50,000 taxpayers would
be affected, mainly visiting foreigm students and
professors. . The proposal would raise $133 miilion aver 5
Yanrs.

law, families lxvinq overﬁaas are ineligible forr the BITC.
The first part of this proposal would extend the EITC to.
active militayy families living overseas. To pay for this
proposal, and to raise net revenues, the Dol would be
regquired to report the nontaxable earned income pald to
nilitary personnel (both overseas and stateside) on Forms
W-2. Such neontaxable earned income includes basic _
allowances for subsisgkence and quarters. Because current
law provides that in determining earned income For EITC
purpssas such nontaxable earned income must be taken into
account, the additional informatien reporting would enhance
compliance with the EUTC rules, The conbination of these
twe proposals, which together would raise $162 million avax
5 years, 1is supported by the Dob.

Gambling Compiiance Proposals. Current rules require ‘
wlthholding at a rata of 28% on proceeds from & wagering

transaction if the proceeds (amount raceived over amount:
wagared) excesd $5,000 and are at least 300 times the aaaunt
wagered (i.e., odds of 300:1 or higher). For lotteries, K
sweapstakes, or wagering pools, proceads from a wager of
over $5,000 are subject to withholding at a rate of 8%
roegardless of the odds. No withholding is imposed on
winnings from kéne, bingo, or slot machines. There are
three components te thisz revenue raising prupasal as o
follows: ' -

{2} Increa L D¢ - i i
ﬁ&mgéﬁmg§_§.§;ggg ?h& first ¢¢mpoaant of thms pr&gasal
would increase the withholding rate on certain gambling -
winnings from 28% to 36%. The higher rate would apply only
to winnings in excess of $%0,000. In addition, it would ’
apply to such winnings regardless of the odds. This is
astinated to ralse $516 million over § vears. The increased
revenues result from a speedup in collection of tax and
enhanced compliance.

{b) 1ing The second, com;aonent
of the propo&al would 1mpa&e wzthhcldzng'an.gamﬁling

mdeax aurxant .
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winnings of over $7,500 from Xeno, bingo, and slot machines
regardliess of the odds. This is estimated-to ralse $248
million over 5 years. ‘

(=} Ipf i ing b1 i S. enrrently,
1n£ormat10n r@portxng is r&quired on qambxang winnings in-
excess of $600 (except that in the case of bingo and slot
machines the threshold is $1,200; and $1,500 in the case of
keno)} but only if the payout is based on betting odds of 300

to 1, or higher. The proposal would axtend the information. -

reporting requirement to any winnings of $10,000 or more
regardless of the betting ﬁdﬁs. This would rais& $21%5
million over 5 vears.

Bxolse ' wmes £1 ] Certain wagers
authariaa& by stata 1aw'ara currantly taxed at & rate of

0.25%, and unauthorized wagars at a rate of 2%. The tax is
calculated as a percentage of the amount wagered. Only

wvagers with respect to sporting events or contests and pools’

and lotteries conducted for profit are subject to tax. The
tax does not apply to drawings conducted by nenprofit .
organizations, games where winnings are determined in the
presence of all persons placing wagers (such as table games,
bingo, and kenc), parimutuel ketting licensed under State .
law, wagers made using coin-operated or token-cperated :

devices, and State lotteries. The proposal would impese an -

excise tax of 4% on gross revepues (wagars less winnings
paid out] from all gambling activities excaept State :
lotteries. <2his proposal would raise approximately $3.2
billion over %5 years.

4 1 LOm
L@g_&g Undar cuxxent 1&w, a éependant care credit is-
allowed for a certain percentage of .expenses incurred to
enable the taxpayer to be gainfully empioyed. Thie credit
is frequaently used for child care expenses and, tharefore,
is sometimes referred to as the child care credit. The
eredit is currently 30% of gualifying oxpensges, phasing down
to 20% beginning at §10,000 of adjusted gross incoma. The |
maximpum amount of creditable expenses is $2,400 for
households with one qualifying dependent and $4,800 for two
gualifying dependents, resulting in a maximun credit of
$3440 {(i.e.,. 30% of $4,800), or $360 for those whose credit
vate is 20%. CQurrently, after the phase-down o 20%, the
eredit is available regardless of tha taxpayer's income.
Sevaral alternatives have been considsered in phasing out or
reducing the credit, including the following vhree optilons:

would bagiﬁ to phaae out tha cre&iﬁ (i a., remove the 20%
floor} for taxpayers with adijusted gross income of at least
$90,000. Specifically, the credit would be reduced one
percentaga point for every §1,000 of income in excess of
$90,000. Thus, the credit would be fully phased out at

The prmpasal
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$110,000. This option 1is estimated to raise §781 millxon
ovar § years. R

with $90.000 to §1ln‘000 of _income. Under thi& ogtivn, the
credit would be redvced by one-half of a percentage point
for every $1,000 of income in excess of $90,000. Thus,
households with income of at least $110,000 would receive s
credit of only 10% of employment-related ewpenses. This
option is estimated to raise $384 millien over 5 years.

& 10% of aditabl -

¢.000 of COmE . This thian is szmilax B
to the immediately precedimg option except that the phase-
down would begin with adjusted gross income of $70,000
(instead of §50,000). This option is estimated to raise
$62€¢ million over S years.



The Working Group has largely cop fieted its work on a plan gfsigned to "end welfare” and
creale a systemt which reinforcegdotk, responsibility, familyand opportunity. Our goal has been
fo desmzz a system which rewg Bs xwz“ii and provides ongt rtumzx azzd expects resmzz&zbie (

o been on welfare
my feet" "Welfare

oy ill xhzit:i unless my husband and I sphit g '*I know where my
ohvorks, even what kind of car he drives, by('|

Sy WE propose a 5e0 fsteps deszgmd

Wﬁ;, ! N—— u;f:::.l M‘z’ e ‘:Lq::i‘sh wal ‘in‘

aw-‘l T -' -+ ot~ Do

# Universal paternity cstablishment, preferably in the hospital, ‘Wsﬁcz
penalties for women seeking AFDC whe do not cooperate in dentifying and finding the
father, Serious financial inctzivcs to states who do rxot estab ish g;atemity once the mother

has coop arateé
¢ zlg support reglsiryanﬁmﬁm wmmm track

paymerzt&; and take prompt action when money ismselionss. it pad .
A national registry of child support awards and a national registry of new hires based on .
W-4 reporting so that delinquent noncustodial parents can be tracked quickly and casily asvoss s"t“z 'au
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Regular updating of awaeds.
Numerous new measures 1o penalizeffthose who refuse to pay--from lifcenge suspension

1o IRS enforcement, X Voo
A new program of 2&:‘# wz}rl;for men who owe child support and fall o pay.

Demonstrations of parenting and access programs and child support assurance,

Support for Working Families sopect thownelies by oo ‘kaa& yood 0&73‘&‘

The s designed to help wessinmilies s
h-% The key elements are:

The expansion of the EXTCaThis is already accomplished, but mechanisms for advance
payments are expanded.

Health mf‘em‘ :
m anife :
Child care f‘or ﬁw werkmg: pOOr Tt

M fﬂu unless they have access 1o mﬂd care.
\e

of the greatest perversities oOf the current sysiem s Lhat people on welfare often have th'ﬁED

incomes, far better health pwrfczion, and access 10 child care than working poor
families. ;: : i :

Ny, PR "

Replace Welfare with Transitional Assistance Followed by Work
The focus of the welTATE SYTEM ST DE changed Trom a sysiem jocussed chielly on whig
checks a:}d venfymg cxmumstarzce 1o one sze:areti ifmard helpmg peapte move mpzdiy‘ to wori(

”Z‘he Famlly Suppaﬂ, Act o’f’fereé the f'lrst cleaz* vision for CoRv: emzzg welfare mta a Zransuienai
syszem But the vision was not rea zzeé £ panm due o mmﬁimem FESOUICES. %-ﬂ- a.lu b’&
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3&:{::: M A cfear foc'z:s or ezz:;:fnym. 7. f‘{}o many pros.rams seem m worry little about

whether people actually get jobs and keep them, Bwib Wrbea f privets kn.&r ﬂd\w“ b

ok G-W' “‘? Use and integrations with mainstreqm education and training opportanities. ?"“"" ¢
i *W“i k Mwméeﬂgfghould not have a separate system; it {mght 0 be integrated t“‘"” ;" ot
"‘" with Jhef new and existing programs in the community. oo e, Sk
r ,;.& Emphasis on worker support once a person is placed, “fhe most eﬁeczi\’e
b M Fok s programs do more than try 10 place people in a job, they offer help to ensure the
L
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person keeps the job.

E\zensmns wcu%::i be granted in a himited number of cases such 25 zéwse nmdmg time t0 \
comple A igh schoal’ of persons who need more time because of language bartiers, d“\
Tosen &Mkﬁ&

o "& ORK program, i - e _ T Lo
[nstead of welfare, states would ha expecwd to pmvzdé temporary ;cbs for those wi}o
have exhausted their timefhmit. Key elements wewld include:

Wark or Wages, Mot Workfare. States would be expected to place persons in

d jobs whwh pay a paycheck Recipients would have the dignity and
w%;}ans:hxhty that comes from fo :
Flexible, community kased program. Money which would have beep/spent on ﬁlﬁ:";"‘ﬁ
welfare and an additional amount for administration would be usedfplace people in
subsizided private jobs, with local community organizations, or in public service
employment. The program will have close links to the local community,
Strong private sector emphasis. The strong emphsis will be on placing people in
subsidized privaie sector placements, with an emphasis on placements that will
lead to unsubsidized work,
Non-displacing jobs. These jobs will be designed 1o avoid displacing existing
workers. - matm *7'% Shuc
ddndiiplonichianisicdmiosy siays in the WG pmgrm,_m-'rhese include

limits on the duration of any one placement, frequent }t}b’ search reguirements, no
EITC for those in subsidized work slots, and a comprehensive reassessment for
people after two placements,

Special rules for places with high unemployment. Places with very high

unemployment \gni'f be granted specigl exempémﬁ and addeded § ‘%n
- (a.pg on

Reinventing Government Assistance ' WE # ?ﬂ dolls

The rules and admtmstrathz of pub © assmfa A2 Onsmtenti}f sends adverse messages abcut core



Lnd rules which discriminate against two-paremt families, The 100 hour rule and

quarters of work rule which apply only to nwo-parent families would be repealed.

Allow famities 1o own a refiable itomobtic. Current rules prevent those on wiar 1§
A?{}C irom ewnz;z& a car wzzh an equzty value of more than $§ 5%’38 vansematin Plevesas’ 2

guce bezztti%is by 31
for each 31 earmed. The proposal would give states the £ ¥ 10 reward work.
Allow fomilies to accnmulate savings. The proposal would allow families to set up
Individual Development Accounts which could be used for specific purposes Kb edwwsdioe

v . TSI L e en o LY
without fosing eligibility, bty m -

ingfContorming AFDC agd#food Stamp eligibility and
Ty and statutory differences in

Allaw states (o reward ssm-k Currem iaw requires states i

Simplifying eltmbibity and coordina
rules, This would end most gi#fe often ludicrous regul
the income, assets, and g

Significant expansions in the use of technoloyy and fracking systems to ensure
accaunta@ity, efficiency and fraud reduction. Among the sdvancersents would be:

A nationwide prublic assistance clearinghonse which tracks people whenever gnd
whereever they use welfare. Such a system 15 essential for keeping the clock ina
time-limited welfare system. Persons will not be able to escape their
responsibilities by moving or by trying to collect benefits in two jurisdictions
simultanteously,

State tracking systems which followfpeople in the JOBS and WORK programs.
These systems will ensure that people are geting access to what they deserve and
that they are being held aceountable if they are failing 10 meet their obligations.
Each state will be expected to develop a tracking system which indicates whether
people are receiving and participating in the training and placement services they
are expected 1o,

State Rggistries cowd 1 edem! a}zzfd SHppori ﬁ*feafmghauxes As describpd-ebtive,
THE L AR 2 o thalan) b parents meet

WE



PReTEcTED TmPAcy

clear that we dare not mpkt
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1971 who is on welfare today and anvone born after I§71 whc- emers it Subseqaﬁﬁti}f will face

new opportunities and responsibilities. ¥

cohorts leave and new per

n§born after 1971 enter. States wanting to move faster would have

ey, By the year 2004, T witl represenz aver 66% of zhe pmjected ﬁaselaad as rﬁéer
$0

the option of doing so. ﬂ;‘%z m

Table 1 indicates the number of persons in various parts of the program by year assuming this
phase in. Note that because the states will need up to %rs 1o pass legisiatson and mp @

their systems, the program would not begin fully until

688, Thus FY1997 is the first

year of implementation, The imitial JOBS program starts up rapidly and grows somewhat over

time as more and more people are phased in. The WORK orogram grows over time starting with . 7
roughly 140,000 jobs in the first year whon people begin to hit the linut (FY%???Q) rising to

| roughly 500,000 by FY 2004 L 4, wlo tondoed
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Projected Welfare and Work Status for Persons Bofn after 197}
Wha Wauld Have Been on Welfare WithoutfReforms

FY 2004 -- Without Reform | FY 2004 - With Reform

Off Welfare . 4] 2%
Waorking with Subsidy 8% 25%
In Mandatory Education, 15% 26%
Traming, or Placement
Not working nor in T1% 2%
mandatory education and
traming.
TOTAL 0% 100%
dossq mathry  rebon

Thus we will go from a sitwation wherf the persons are collecting welfare andgneither
working nor in training to a situation where 3/4s are either off welfare, working with 2 subsidy, or
in time-limited training, Only these unable to work are outside the time limits*#hd even these
persons will have greater expectations and opportunities under the proposed system. deehiee
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apreforprare naturallf depend on policy deis:
hsus pian which can sgrve as the staginf point for discussio
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Costs of Working Group Qonsensus Welfare Reform Proposal
FY 1999 Five Years Ten Years
FY 1995.FY 1926 | FY1995-FY2004
Prevention, Parental Responsibifity, A9 0. 14 417
Child Support Enforcement
Make Work Pay--Child Care for the 2100 5.00 16.27
Working Poor
Transitional Assistance Followed By 3}72 8.57 ) 2172
Work
Remventing Government Assistande 0.44 4,78 124
Total State and Federal 6.4% 18.21 5222
Less 10% state contribution -&6’@ -1.82 -5.22
Total Federal 5.81 1630 47.00

The specific sub elements are shown in detaif in thelappendix tables. The costs could be reduced
by a vanety of policy changes. We believe the only part of the program which really cannot be
reduced and still meet your commitments to do sericus and comprehensive welfare reform is
transitional assistance followed by work. Given the fargetting already present in our proposal, we
are already under some attack for not going far enough fast enough. We algo see few options for
additional savings in the Prevention and Parental Resgonsibility section. Thus the major options
mvolve child care for the working poor and reinventing government assistance. In addition, we
propose a number of demonstrations. These could be $caled back.

The table below shows the costs of particular elements pet of state contributions, Virtually every
element in the table has strong support from the Working Group. Moreover, there was no
concensus on which elements should be cut first. Nonetheless we have developed several
alternative packages which cost less:

-“"Ba%e Proposal
Base Proposal 5.81 \ 16.39 47.00

Option A

Base proposal without
retnvention except two-
parent provisions
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Components in Base Pas:ka& Which Could be Reduced (Federal Costs Net of State)

FY 1995 Five Years Ten Years
FY 1993-FY1999 FY1995-FY2004
Base Proposal 581 16,39 47.00
Tatal Federal
Support %r Working Poor Families
Working Poor Child Care 1.%{“1 4.50 14.63
Reinventing i?m%*nment Assistance Reductions
Continue Existing Two 0.4 1.08 346
Parent Provisions
Continue Existing 030 112 271
Automobile Rules
Peny State Flexibility on 0.19 0.64 1.50
Work Incentives
Maintain Current Payments 0.14 .63 1.38
to Territories®
Maintain Differential
Accounting for AFDC and -25 -85 -23
Food Stamps
Total Reinvention (\
Dem{mstmtic}qs
Prevention Grants 0.03 \ 0.1¢ .24
Work and Training for 0.20 0.43 1,97
Noncustodial Parents
Access and Parenting 4.03 \ 0.14 0.29
Child Support Assurance 0.28 \{3:55 1.50
Microenterprise and
Subsidized IDA Ry 30 70
Total Demonstrations 0.61 \




PRELIMINARY DRAFT

FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFGRM PROPOSAL {cont)
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
{By fscal vear, in millions of dollars)

S Year & Year
1995 1996 1997 1698 1969  Federal Total
TRANSITIONAL ASSISTANCE FOLLOWED BY WORK |§-2-0
Additienal JOBS Spending 0 415 645 763 780 %(ﬂii 3,340
WORK QOgerntions { ¢ { 105 435 1 775
Work Expenses and Employer FICA 0 g 0 50 185 35 420
Additionat Child Care pm:di&g{fer JORBRS 0 345 51§ 625 655 2,140 2,510
Child Care Spending for WO G ) 1 73 298 370 530
Transitional Child Care G 0 63 90 123 280 265
Child and Adult Care Feeding Program (ali child care) §] 25 40 &5 114 240 240
Non-Cuostodial Parent JOBS/WORK { 16 25 40 335 125
Eohanced Teen Case Management 9 60 73 Q0 95 32 470
ADP Federai and State Systems 43 65 105 200 258 830
Enhanced Administrative Efficiency 0 0 (25} {120y {125) 270} (430}
Caseload Reduction and Sanctions 0 Q0 19{}; g%sg 53253 EéS{}} %i,iﬁi}g
Medicaid Savings 0 0 35 235 450 7440 1,390
EITC Qutlays O 0 25 70 160G 199 195
SUBTOTAL, TRANSITIONAL ASSISTANCE 449 920 1,325 {,585 2,200 6,070 6,850
IMPROVING GOVERNMENT ASSISTANCE (IGA)
Remove Twe Parent (UP) Restrictions 0 0 155 295 350 1,430
1D A Microenterprise Demonstrations 0 g i5 25 30 76 70
Generally Conform Resource Limit and Exclusion
Rutles to those of Food Stamgs 0 0 85 135 200 420 800
Increase by 25% Territories’ Caps and
A%{i’m;t for Inflation 43 8 (%8) %g) gg} (gg) {225{})
{thers
SUBTOTAL IGA &{}g it 265 i’?ﬂ é@ﬁ 1,360 925
Tribal TAP SjﬁBSMORKJAZ*Risk O 40 50 58 70 215
Research and Evaluation TAP (J/W/AR) 0 40 .30 53 35 180
Adjustment for first year implementation 0 {300) 1 0 (3003
GRAND TOTAL 110 1,090 2,818 2,820 3,855 10,770

Note 11 Parentheses denote savings.

Nute 2: Five Year Federat estimates represent the following siate mateh rates: services a8 66% {JOBS match+44) in 1996 and 1997, st §3% in 1998, zod at 70% in 1999;
bengfits 8t curcent match rites; child suppert is matched ot rates specified in the hypathetieal plan; comprebensive demonsiration grants,
teengge prevention grants and 1DA aod microenterprise demousiration grants are matched at 100%; and ali other demonstrations are matehed at 90%.

N
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PRELIMINARY DRAFY

FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPOSAL
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
{By fiscal vear, in mitlions of dollurs)

§ Year 8 Year
1965 1994 13510 1988 1969 Federal Total

PARENTAL RESPONSIBILITY
Minor Mothers G 20 20 20 25 (85 130
No Additional Benefits for Additional Children ¢ 18 25 40 45 (120 390
Teenage Parent Educstional Atlainment 0 3 5 5 20 20
Comprehensive Demonstration Granig 26 20 20 it 20 1) 160
Teenage i’reg‘nancy Prevention Grants 20 40 60 80 100 300 300
Access and Visitation Grants 5 § 10 10 1 44 40
Child Support Assurance Demonstrations 0 0 25 56 &5 140 155
Child Support Enforeement
Net Effect of Child Support Proposal 50 117 194 (215 {288} {142y  (1,12%
Computer Costs ) 14 43 60 59 51 227 253
NET 64 160 254 (15 236 8S 876
SUBTOTAL, PARENTAL RESPONSIBILITY 169 200 329 (52 106 480 781
MAKING WORK PAY

0
At-Risk Child Care Expenditures 0 190 275 445 LE7S | 2,150

State Flexibility on Earned Income and _
Child Support Disrezards 0 0 220 155 290 (65> 1,530
SUBTOTAL, MAKING WORK PAY 0 190 95 500 1055 23407 3680

Note 1 Parentheses denote sovings.

Nopte 2: Five Year Federal estimates zepresent the following state omatch rates: services at 66% (JOBS match +4) in 1996 and 1997, at 68% in 1998, and at 70% in 1999;
hegefits gt current mateh rates child suppart Is matched af rates specified in the hypothetical plan; comprehensive demonstration grants,
teenage prevention granis and 1A and microenterprise demonsiration grants are matched at 100%; and all other demonstrations are matched at 90%,
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Supporting materials for wellare reform cost-astimates

Year-by-year, section-by-section gross ¢osts {and savings) for each of AFDC,
Medicaid, the Food Stamp Program, and, as appropriate, EITC. (So far, we
have received HHS estimates at this leve! of detail only for the child support
fitle. A program-by-program break-out of cost avoidance estimales has not
baen recewved yet. But resolution of remaining other issues is well underway.)

Responses to questions in May 5 memcerandum from Sawhill 10 co-chairs on
cost estimates.

Response to list of cost and savings quastions list given by Bavier {0 Osllerich
on May 27. {ldentified many specs provisions that did not seem o be included
in earker cost estimates and requested back-up data and discussions on other
issues.}

Other cost sstimating questions passed back in review of legislative specs and
bill language (e.g. aulomation costs and timing of savings dependent on
automation).

Background data and calculations necessary o understand and assess some
gost-estimate descriptions in HHS "COST ESTIMATE MEMQ FOR
COMPONENTS OF THE ADMINISTRATION'S WELFARE REFORM
PROPOSAL - DRAFT: SUBJECT TO CHANGE"

for example Final projection of yearly caseloads in each status of JOBS and
WORK programs (i.e., delsrred, in JOBS and panticipating, in
JOBS and not participating, in extensions, in WORK program siot,
on WORK program waiting list, nol phased-in).

Spreadshest showing how JOBS and WORK cost estimales are
built up from caseload estimates, unit costs, and interactions of
PIrovisions. ,

Crocumentation and spreadsheet back-up for Medicaid estimales
(and more complets documentation and back-up for Food Stamp
Program estimatss).

Supporting research and spreadshest data underlying savings
impacts of programs for non-cusicdial parents.



lies who have never been on
assistance is essential to enable
e workforee and off welfare.

low-income working £
welfare but for pr
them to remain in

rransiticnal Assistence Followed by Work

P F’?a do not need & welfare program bullt arcund "income mainte~

‘&$ ! nance® -- we need a program built around work. Everyone has

R somathing to contribute. We need to transform the culture of the
welfare bursaucracy to convey the message that everybody ls
expected to move toward work and Independence, We envision a
system whereby people would be asked to start on a track tawaxd

work and independence lommediately, with limited exemptions and
extensions. Each adult would sign a soclal contract that spells

out their obligations, as well as what the government will do in

return. Our proposal calls for:

4 <i * delpation, EBveryone who recelves cash support is
! expected to da gomething to help themsslves and their
community. The requirement applies to those who are
preparing themselves for work, and to those who are
currently not ready to work. Those who are unable to work
due to disability or other reasons will be expected to do
something for themselves or their community, but will not be
subject to time limits until they are ready to engage in
\ training, education or job placement services.

program}, &a aaon as paap h begin xacaiving puhliﬂ
assistance, they will sigd a personal responsibility
contract and develop anAmployabllity plan to move them
into work as quickly a¥ possible., Many will get joba
gquickly-~in weeks or fonths-~after asalstance with job
search and iob prepgration. Others will spend time in
education and trajfling services a&s needed. The program
will be closely goordinated with exlsting mainstream
education and tfaining programs including current and
new Labor Deppftment programs (the Job Training
Partnership Act and the Workforce Security Act),
School-to-ybrk programs, vocational and post-secondary

Time limits. People who are able to work will be
limited to two years of cash assistance. Most people
are expected £o eniar_&mpiayment well hﬁia:e the two

Fhroge p@Opla 6 Who are 8 inable to—find

§ of two years will be required to work ™~

a private sector, community service or public sector %
«Re are intended to be real, WOork-for-wages
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jobs. The program will be designed to favor unsubsidi-
zed work and to ensure that subsidized jobs are short-

term and non-displacing,
Reinventing Government Assistance

A major problem with the current welfare system is its enormous
complexity and inefficiency. It consists of multiple programs
with different rules and requirements that are poorly coordinated
and confuse and frustrate recipients and caseworkers alike.
Waste, fraud and abuse can more easily arise in such an
environment.

The real work of encouraging work and responsibility will happen
at the State and local levels. The Federal Government must be
c¢learer about stating broad goals and give more flexibility over
implementation to States and localities. Our proposal calls for:

;nggmg_gyppgxg_pxgg;gmg* Thetadministrative and regulatory

program structures of AFDC and Food Stamps will be rede-
signed to simplify and coordinate rules and to encourage
work, family formation and asset accumulation.

. In addition to incentives
for clients, incentivea will be designed to bring about
change in the culture of welfare offices with an
emphasis on work and performance.

A NEW BEGINNING

Transforming the social welfare system to one focused on work and
responsibility will not be easy. There will be setbacks. We
must guard against unrealistic expectations. A welfare system
which evolved over 50 years will not be transformed overnight.

We must admit that we do not have all the answers, But we must
not be deterred from making the bold and decisive actions needed
to create a gsystem that reinforcea basic values.

Three features are designed to ensure that this plan is only the
beginning of an even bolder and longer process:

First, we see a major role for evaluation, technical assistance
and information sharing. Aa one State or locality finds
strategies that work, the lessons ought to be widely known and
offered to others. One of the elements critical to this reform
effort has been the lessons learned from the careful evaluations

done of earlier programs.

Second, we propose key demonstrations designed to explore ildeas
for still bolder innovation in the future. Lessons from past

demonstrations have been central to both the development of the
Family Support Act and to this plan. They will guide continuing

innovation in;f tne future.
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and responsibility, wWhile we believe that work is
central to the ktrength, independence and pride of American
families, in xeality people who go to work are often worse off
than those on welfare, Instead of giv people access to
education, training and emplaymengrqﬁﬁéﬁg! the welfare system is
driven by numbingly complex eligibility rules, and staff
resources are spent overwhelmingly on eliglibility determination,
benefit calculations and writing checks. The culture of welfare
offticea often seomg to ¢reate an eaxpectation of dependence rather
than independence. , Noncustodial parents often provide little or
no economic or social support to the children they parented. And
single-parent families sometimes get welfare benefits and other
services that are unavailable to egually poor two-parent
famjlies:. One wonders what messages this system sends to our
children about the value of hard work and the importance of
personal and family responsibility, Welfare reform is designed
tc give people back the dignlity and control that comes from work
and independence. It is about reinforcing work)anﬁ familg’an&

opportunity,and responsiblility.

The current system pays cash when people lack adequate means to
provide for their families. We propose a new vision aimed at
helping people regain the means of supporting themselves and at
holding people responsible foxr themselves and their famllies.

The proposal emphasizes that work is valued by making work pay.
It signals that pecple should not have children until they are
wabvke to support them. It stresses that parents--both parents--
have responsibilit gyta support their children. It gives people
access to the they need, but also expects work in
return., It limits cash assisgtance to two years, and then
requires work, preferably in the private sector, but in community
service jobs 1f necessary. Most importantdy, it requires
changing the culture of welfare offices, gettinq tham aaa Qf the

Mﬁg business ;ﬁd into : 5 T .J
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Ultimately, this plan requires changing almost everything about 1L

the way in which we provide support to struggling families, To
achieve this vision, the plan has four main elements.

MAJOR THEMES
Parental Responsibility

If we are going to end long-term welfare dependency, we must do
everything wa can to prevent people from going onto welfare in
the first place. Families and communities need to work together
to ensure that real opportunities are available for young people,
and they must teach young people that men and women who parent



children have responsibilities and should not become parents

until they are able to nurture and support their children, We
also need to make it clear that gewswbeweboth parentsewwhoses hasva
responsibilities to support thelr children. Our proposal calls

- tar:
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are maintainad and that awards that 4
fact collected, Demonstrations of ¢

syacial cane managamsnt zarvic~» and will be required
to live at home and stay in scfiool to recelve incone
support. Access to family plfnning will be ensured. A
strategy for investing in ang learning from programs to
prevent high-risgk beahavior ghd teen pregnancy will be

pursuad,
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better support for twa«p rent familiaa by eliminating ox
reducing the current bias in the welfare system in which
two-parent families are subject to more gtringent eligibili-
ty ruleas than single-parent families.

Making Work Pay

Work is at the heart of the entire reform effort. To nmake work
*pay" for welfare recipignts, we must provide some support for
working families, and enpure that a welfare recipient is
economically better offfby taking a job., We see three critical
components to making wokk pay -- providing tax ¢redits for the
working poor, ensuringfsccess to health insurance, and making
¢child care available. f Our proposal calls for:

. Healt] o xeffrm. An essential part of moving people from
walﬁara ta wor¥ is ensuring that working persons get health
protection, The current system keeps people from leaving

walfare for f:at of losing their health insurance.

& RgvAnCe 1,111 . 6of +hag Earned [ OTE i 4 “v.
The axpandeg EX%C wakeon it possible ior 10w«waqe
workers to Support thelr families above poverty.
Efforts wifll be made to help families receive the EITC

on a regufar basis.

U Child cafe for the working poor. In additien to
ensuring child care for participants in the tramsition~-
al asa btance program and for those who transition off
walfa 2, child care subsidies will be made available to



SUMMARY RECOMMENDATIONS

Our current system seems at odds with the core values Americans share: work,
family, opportunity, responsibility, While we believe that work is central to the strength,
independence and pride of American families, in reality, people who go to work are often
worse off than those on welfare. Instead of giving people access o needed education,
training and employment, the welfare system is driven by numbingly complex eligibility
rules, and staff resources are spent overwhelmingly on eligibility determination, benefit
calculation and writing checks. The culture of welfare offices seems to create an
expectation of dependence rather than independence. Noncustodial parents often provide
fittle or no economic or social support to the children they parented, and single-parent
families sometimes get welfare benefits and other services that are unavailable to equally
poor two-parent families. One wonders what messages this system sends to our children
about the value of hard work and the importance of personal and family responsibility.

This welfare reform plan is designed w give people back the dignity and control that
comes from work and independence. It is about reinforcing the values of work, family,
opportunity and responsibility.  The current system pays cash when people lack adequate
means to provide for their families. We propose a new vision aimed at helping people
regain the means of supporting themselves and at holding people responsible for themselves
and their families. The proposal emphasizes that work is valued by making work pay. It
signals that people should not have children until they are ready fo suppornt them, It
stresses that parents--borh perents--have responsibihiies to support their children, It gives
people access to the skills they need, but also expects wark in return. It imits cash
assistance to two years, and then requires work, preferably in the private sector, but in
community service jobs if necessary, Most important, it requires changmng the culture of
welfare offices, getting them out of the business of writing checks and into the business of
finding people jobs and giving them the skills and support to keep those jobs,

Ultimately, this plan requires changing almost everything about the way in which we
provide support to struggling families, To achieve this vision, the plan has four main
elements.

MAJOR ELEMENTS
Parental Responsibility

If we are going to end long-term welfare dependency, we must do everything we
can to prevent people from going onto welfare in the first place. Families and communities

need to work together o ensure that real opportumities are available for young people, and
they nyust teach young people that men and women who parent children have responsibihi-

]



ties and should not become parents until they are able to nurture and support their children.
We also need 1o make it clear that both parents have responsibilities to support their
children. Our proposal calls for:

*

Preveniion

A national compaign agaiust teen pregnancy, which ssts clear goals of
opportonity and responsibility for vouth, and draws on all segments of soctety and
government.

Requiring minor mothers to live o home, withy their parents or a
responsible adult -~ not receive a separate check for setting up a separate houschold.

Staie option to fimit additional benefits for additional children
conceived hy parends on welfare.

Child suppont enforcement

Eniversal paternity establishment, preferably in the hospital.  Strict
penalties for women seeking AFDC who do not cooperate In 1dentifying and finding
the father. Serious financial incentives to states who do not establish paternity once
the mother has cooperated.

Central child suppeort registries in every state, W track payments
and take prompt action when money isn't paid.

A national registry of child support awardy. e a.natioral registry
af new hirey based on W-4 reporting so that delinquent noncustodial parents can be
tracked quickly and easily across state lines.

Regudar updating of awards.

New measures 1o penalize those who refuse fo pay - from license
suspension 1o IRS enforcement.

A new program of required work amd ratuing for men who owe child
support and faid lo pay.

Demonsirations of parenting amd access programs and child sapport
USKUPGHTE,

Support for Working Families



One of the greatest perversities of the current system is that people on
welfare often have higher incomes, better health protection, and greater
access to child care than working poor families. This plan is designed to help
families support themselves by going to work, not staying on welfare. The key
elements are;

Earned Income Tax Credit (ETTCY The expanded EITC makes
possible for low-wage workers to support their families ahove
poverty. Efforts will be made to help families receive the EITC on
a regular basis. -

Health care reform. Too many people go on welfare and stay there because
they cannot find work that provides health coverage for their families,

An essential part of moving people from welfare to work s ensuring that
working persons get health protection.

Child care for the working poor. In addition to ensuring child

care for participants in the transitional assistance program and

for those who transition off welfare, child care subsidigs wall be
made available to low-income working families who have never been
on welfare but for whom assistance is essertial 1o enable them to
remain in the workforce and off welfare,

Repiacing Welfare with Transitional Assistance and Work

We do not need a welfare program built around “income maintenance” -- we
need & program built around work. Everyone has something to contribute. We
need to transform the culture of the welfare bureaucracy to convey the message
that evervone is expected to move toward work and independence.  We envision a
system whereby people would be asked o start on g track toward work and
independence immediately, with limited exemptions and extensions. Each adult
would sign a soctal contract that spells out their obligations, as well as
what the government will do in return,  Our proposal calls for

Full participation. Every able-bodied individual who receives cash
support is expected fo do something to help themselves and their
community. The requitement applies to those who are preparing
themselves for work and to those who are currently not ready to work.
Those who are unable to work due to disability or other reasons will be
expected to do something for themselves or their community, but will not
be subject to time limits until they are ready 1o engage in training,
education, job search or job placement.




A reformed IDBS program. The focus of the welfare system must be
changed from a system focused on writing checks and verifying
circumstance 1o one geared toward helping people move rapidly to
work. The Family Support Act offered the first clear vision for
converting welfare into a transitional system. But the vision was

not realized, in part due to insufficient resources, but also

because most welfare offices and recipients never yot the message.

A reformed JOBS program would include:

Personal Responsibility Confract. In order 1o receive ‘assistance,
people will have to sign a personal responsibility contract that spells
out their responsibilities and opportunities, and develop an employ-
ability plan to move them into work as quickly as possible.

Job Search First, Most recpieats will go through supervised job
search as the first step of their employability plan. Anyone taking
part in the JOBS program will be required to take a private sector job if
offered,

A clerr focns on employprend. Too many programs seem {o worry littie
about whether people gotually pet jobs and keep them. The plan will
attempt to build bridges between the welfare office and the private
sector.

Imtegration with matnstream education and training programs. We should
not have a separate system for welfare recipients; it ought to be
integrated with new and existing programs in the community,

Emphasis on worker support once a person is placed in a job. The most
effective programs do more than try to find someone a job, they offer
help so that person can keep the job.

Time limits, Individuals who are able to work will be limited to

two vears of ¢ash assistance. Most people will be expected to

enter employment well before the two vears are up. Mothers with
infants, pecple with disabilities that limit work, and those who

care for a disabled child wall be placed in a JOBS Prep program,

and not be immediately subject 1o the time limit.  Extensions

would be granted in a limited number of cases such as those who
need 1o complete high school, or people who need more time because
of language barriers.

A WORK orogram. Those people who are still unable to find work at the end
of two years will be required to work in a private sector, community




service or public sector job. lastead of welfare, states would be
expected to provide temporary jobs for those who have exhausted their
time limit and cannot find unsubsidized private sector work, Key
elements of the WORK program include:

Work for Wages, notl Workfare.  States would be expected o place
persons in subsidized jobs which pay a paycheck, Recipients would have
the dignity and responsibility that comes from a real job.

Flexible, community hased program.  States would be able to use money
which would have been spent on welfare and an additional amount for
administration (o place people instead in subsidized private jobs, with
local community organizations, or in public service employment. The
program will have close links to the local community,

Strong private sector emphasiv. The strong emiphasis will be on placing
people in subsidized private sector placements that will lead to
unsubsidized work,

Non-displacing jobs. These jobs will be designed to avoid displacing
existing workers.

Keeping stays in the WORK progreen short.  To discourage long-term stays
in the WORK program, the planr includes limits on the duration of any one
placement, frequent job search requirements, no EITC for those in
subsidized work slots, and a comprehensive reassessment for people
after two placements,

Special rules for places with high unemplayment.  Places with very high
unemployment may be granted special exemptions and added financial
support.

Dollar capx vm the JOBS and WORK programs.  To control costs, these
programs will be capped entitiements, with fixed dollar amounts designed o meet
the projected caseload,

Reinventing Government Assistance

A major problem with the current welfare sysiem is its enormous complexity and
inefficiency. It consists of multiple programs with different rules and requirements that are
pootly coordinated and confuse and frustrate recipients and caseworkers alike. Waste, fraud
and abuse can more eagily arise in such an environment.



The real work of encouraging work and responsibility will happen af the State and
local levels. The federal government must be clearer about stating broad goals and give
more flexibility over implementation to states and localities. Qur proposal calls for:

Coordination, simplification and improved incentives in income support programs.
The administrative and regulatory program structures of AFDC and Food Stamps

will be redesigned to simplify and coordinate rules and to encourage work, family
formation and asset acoumulation, Changes include:

fnd rudes which discriminate against. two-parent famifies.. The 100
hour rule and guarters of work rule which apply only to two-parent families would
be repealed.

Allow famities o own a reliahlc awiomobile. Current rules prevent
those on AFDC from owning a car with an equity value of more than $1,500,
Warse still, food stamps hag different rules and different accounting procedures.

AHlow states 1o reward work, Current law requires states to reduce
benefits by 81 for each §1 camed. The proposal would give states the Aexibility 1o
reward work,

Allow families to acoumplate savings. The proposal would allow
families to set up Individual Development Accounts which could be used for
specific purposes without losing eligibility,

A_performance-based systems, In addition o incentives for clients, incentives
will be designed to bring about change in the culture of welfare offices with
an emphasis on work and performance.

Accountability, efficiency, and reducing fraud  The plan calls for significant
expansions in the use of technology and tracking systems ¢ ensure accountability,

efficiency and fraud reduction. Among the advancements would be:

A nationwide public assistance clearinghouse, which tracks people
whenever and wherever they use welfare,  Such a system is essential for keepmg the
clock in a time-limited welfare system. Persons will not be able to escape their
responsibilities by moving or by tryving 1o collect benefits in twe jurisdictions
simultaneously.

State procking systemy which fotlow people in the JOBS and WORK
programs. These systems will ensure that people are getting access to what they
deserve and that they are being held accountable if they are failing to meet their
obligations. BEach stare will be expected to develop a tracking system which
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indicates whether people are receiving and partictpating in the training and
placemeni services they are expected to.

Projected Impact

Making all these changes overnight would severely strain the ability of federal and
stale governments to implement the new system. We recommend phasing in the plan by
starting with young people, to send a clear message that we are ending welfare for the next
generation.  The attached tables are based on starting with the youngest third of the
projected caseload - persons borp after 1971, who will be 25 and under in 1996 when the
new system is implemented.

Starting with that cohort of people, the system will be transformed.  Anyone born
after 1971 who is on weifare today and anvone bomn after 1971 who enters it subsequently
will face new opportunities and responsibilittes. By the vear 2004, this group will represent
over 60% of the projected caseload, as older cohorts leave and new persons born after 1971
enter. States wanting to move faster would have the option of doing so.

Table 1 indicates the number of persons in various parts of the program by vear
assuming this phase tn. Note that because the states will nead up to two years 10 pass
legisiation and implement their systems, the program would not begm fully until late 1996,
Thus FY 1997 is the first full vear of implementation. The initial JOBS program starts up
raptdly and grows somewhat over time as more and more people are phased in. The
WORK program grows over time starting with roughly 140,000 jobs in the first year when
people begin to hit the limit {(FY 1999} rising to roughly $00,000 by FY 2004

Table 2 shows the mmpact of these changes for the phased-in caseload over the next
10 years, compared with what we project would be the caseload without welfare reform and
health reform.



Projected Welfare and Work Status for Persons Born after 1971
Who Would Have Been on Welfare Without Reforms

FY 2004 = Without Re- FY 2004 -- With Reform
form
Off Welfare 0 2%
Working with Subsidy 8% 25%
In Mandatory Education, 15% 26%
Training, or Placement
Not working nor in manda- 7% 27%
tory education and training.
TOTAL 100% 100%

Under the plan, we will go from a situatton where three-quarters of the persons are
collecting welfare and doing nothing in return - neither working nor in training -~ 0 2
situation where three-quarters are either off welfare, working with a subsidy, or in time-
fimited training, Only those unable to work are outside the time limits, and even these
persons will have greater expectations and opportunities under the proposed system.

Transforming the social welfare system to one focused on work and responsibility
will not be easy. There will be setbacks. We must guard against unrealistic expectations,
A welfare system which evolved over 50 years will not be transformed overnight. We must
admit that we do not have all the answers. But we must not be deterred from making the
bold and decisive actions needed to create a system that reinforces basic values,
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TABLE B - PRELIMINARY DETAILED COST ESTIMATES (FEDERAL AND ST
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL TO BE ACCOMFPLISHED 'I‘EQRO H REGULATION
(By fiseal year, in millions of doilars)

X Your 5 Year {3 Year | 18 Year
19985 1996 1907 1998 1949 Total i Federal 2008 201 2042 G2 1064 Total | Fodernl
BPROVING GOVERNMENT ASSISTANCE (IGA}
Set Awto Exclugdiony 2o $3508 Eguity Valus
AFDH 4 ¢ 30 5% g0 178 85 9y 95 106G 1498 118 2 A Y8
Food Stamps ¢ L) ¢ tH &y 93} 831 173 & o) &) ) % G
Medicaid .
NET 4 & ¥y 4] 85 174 20 w - on 95 168 b1n €58 348
Coaform to Food Stamp Accoomting Procedores
AFDC o 130 240 254 155 1,200 840 255 75 P23 55 I . 2528 {445
Fo0d Stemps 4] 2 & e} L 0 Q g 0 4 ¢ ] o g
Medieaid
NET as %30 240 50 fi.2. 1,260 664 265 78 b1 295 ki 2,528 1,448
Sanplify Verification Procedure
AFDC & {2 3] ry 2 {1 &3 £ 2 & Led] 2} am {10
Food Stamps 83 & 4 16} ] & { 5)] 1% EH & £ 3 151 5] L]
NEY (5} {5) &3 - & @5 (£33 & & &) &) {8) {50) 182
Microenterprises
AFDC 10 1% 0 i6 i hit] 30 i ¢ 1% |3 15 LLE 63
m Sizmps 100 106 195 110 115 530 308 0 120 ¥+ 1368 135 140 £,178 1,175,
icaid
NET 119 i1e 353 138 2% k.24 584 130 130 145 156 155 1,290 1344
GRAND TQTAL IGA REGULATIONS 330 335 380 420 460 1,925] 1290] 480 490 510 540 %60} 4,515 | 2,990

Nole 1: Parentheses represent savings.

Note 2: All of the abore represent expenditures on benefits, Therefore sy are madvhed at currect retes — 58 pereont Tederdd vosts for AFD( aod 100 percent federsd conts for Food Stamps.

Scares; HRS/ASFE auff eadmates. These estimaies have boen shared with staff within HES and OMEB but have st boen offisially reviswsd by OMB. These policies do not tepresant 4 sonssasiy
recomuneadation of s Warking Gmuep Co-Chairs,
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PRELIMINARY DRAKT

FEDERAL COST ESTIMATES OF ADMINISTRATION’S WELFARE REFORM PROPOSAL
FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
(By fiscal year, in milkions of dollars)

8 Year 5 Year
1995 1996 1997 1998 1999 Federal Total
PARENTAL RESPONSIBILATY
Minor Mothers ¢ {20 20 ) 81 130
No Additional Bepefits for Additional Children G ) 14 i3 15 4 20
Teenage Parent Kducational Attainment 0 3 3 3 b (¢ 20
Comprehensive Demonstration Granis 20 20 20 28 21 % 100
Teenage Pr cy Prevention Grants 20 49 60 81 10 300 300
Access and Visitation Grants 5 5 10 10 10 44 44
Child Support Assurance Demonstrations H 0 28 56 65 140 158
Child Support Enforeement .
Ret Effect of Child Support Proposal 56 164 280 108 00 185 83
Medicnid Savings from Caseload Reductions 0 tH {15 H 75 3153
Computer Costs 1 3G 70 o 90 O &0
60 190 275 (180 85 g{}} 930
SUBTOTAL, PARENTAL RESPONSIBILITY 105 235 365 {50 25 30 6
MAKING WORK PAY
At-Risk Child Care Expenditures g 190 275 433 763 1,683 2,200
State Demonstration Projecis for Advanced Payments of EITC g 200 10 10 {170} it 5
State Flexibility on Earned Income and
Child ss_ﬁgggm }”.}isc-ﬁarég 0 0 215 245 283 745 1,518
OTAL, MAKING WORK PAY 0 380 500 718 §80 2,480 3,765

Note It Parentheser denote yuvings,
Note 2: Five Year Federal esthmates represent the following state mateh rates: services st 66% (JOBS match+ 5} in 1956 and 1997, af §8% in 1988 (JOBS mateh+ 7, and at 7% (10

benefits s vurvent mateh rates; chilld support is maiched ot rates specified s the dypothetical plan; comprebensive demonsieation grants,

teennge prevention grasts and 1DA and microenterprise demonstration grants sve matched a2 100%; sod sll other demonstrations are matched st 30%,
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FEDERAL COST ESTIMATES OF ADMINISTRATION'S WELFARE REFORM PROPGSAL {cont)

PRELIMINARY DRAFT

FOR ELEMENTS OF A WELFARE REFORM PROPOSAL
{By fiscal year, in millions of dotlars)

£ Year 5 Yenr
Total

1995 1996 1997 1998 1999  Federal ‘

TRANSITIONAL ASSISTANCE FOLLOWED BY WORK 4 $oo. b S § Bt

- Additional JOBS Spending 0 360 480 600 670
WORK Operations g 0 ¢ it} 435

Work Expenses pnd Employer FICA g 0 G 40 160

mizmzzzstrahve Costs a o 18 36 30

Additional Cluld Care Spmdﬁfor JO8S 0 235 320 410 470

Child Care S - o 75 2938

Transitional }nld ] g 65 ¢ 125

Child Care Momtonn%nnd Licensi g 15 15 i5 15

Child and Adult Care Feeding Prcgram {all child care) ¢ 25 45 it 108

Non-Cestodiad Parent JOBS/WORK 0 HE it 30 bt

Enfisnced Teen Case Msnament ] 65 75 90 20

ADF Federsi and State Sys {10 223 265 140 60 i

Enhanced Administrative Efficiency ¢ 0 (25 (120} (125) (270) (430

Caselgad Reduction and Sanctions 0 0 {4 (238 325 {1,180

Food Stamp Savi 0 O %3{} {70 §25$ 25 (

Medicaid Savings ) ¢ 5 {235 450 749 {1,300

Medicaid Plug g ¢} 13 45 55 115

EI'fC Gutia;iys g ¢ 0 25 70 /5 9%

SUBTOTAL, TRANSITIONAL ASSISTANCE 116 935 1,115 1,505 1575 &,840 5,640

IMPROVING GUVERNMENT ASSISTANCE {IGA)}

Remove Two Parent (UP) Restrictions [ ¥ 158 295 330 80O 1,430

DA Microenierprise Demonstrations g 0 15 % 30 ki 76

Generally Conform Resonurce Limit angd Exclusion

Rules t0 thyse of Food Stam Eﬂ; 0 ¢ £3 135 206 428 £00
Incresse by 15% Territories’ p:s and
Adéusi for Inflation O g 30 30 30 S0 56
Al Others _ gwg 510} £30) {20 §20} - G0 (340}
SUBTOTAL YGA 40 10 258 46 90 1,350 528
Tnbai *{&P OBS/WORK) 0 36 35 40 45 150 150 {;c £ mlu
Evoluation T&}’ JNYIAR} 0 43 43 535 35 AP
&d;usunmz for first year implementation 4] {300} 0 [} 4] 300) {300)
GRAND TOTAL 178 1,320 . 2,318 2,328 2900 4,138 9,590

Note §: Parentheses denote savi

S .
Note3: Five Year Federal estimates represent the following staie mateh rates: seevicet 2t §6% (JOBS mateh+5) in 1996 2ad 1997, st 68'% 1o 1958 (JOBS mauch+7), and at

benefits at current oateh rates; child support i watched at rrtes specified in the hypothetical plan; comprehensive dmnsmmn

grauts,
teenage prevention grants aud 1HA and microenierprise demoustration grants sre malched at 100%; sod sl other dumonsirations are maiched at 10%,
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Summary of Administration’s Welfare Reform Cost Estimates

By fincal vear, in miflions of dollars)

S.Year Budget Cutiay Tolaly
1348 1588 1597 1958 1999 Fadaeral State  Combined
Transitional Assistance Foliowad by Work '
Additional JOSS Spending g S FOU Big 921 2.798 S47 3245
WORK Spending O 1] 4 ons 762 857 472 1435
Noa-Custodial Parent JOBBAORK (Gross} O 34 £1 a7 120 e 185 437
Additionat Chifd Care Spending for JOBSIWORKTCC 0 320 8235 715 1,065 z2825 370 2995
Invastments i Automation L6 230 270 145 8% 628 205 4,030
Subltotal 118 935 1555 1,880 2,805 7580 1,630 8,145
Savings & (B0} (265} (450} {615} {1.420} {1,620} {2,440
Medicaid impact On Transitiona! Assistance 4] 4] {35y {1505 {285} 470} 35853 {825}
Subtotal, Transitiona! Assistance 1% 855 1,288 1370 2,835 5530 285 &880
Making Waork Pay
Weorking-Poor Ghild Care Expondifures 4 160 280 88O B840 146G 333 $.783
Siata Floxibility v Eamed Income and
Chiid Suppornt Disregarss o o 50 €0 80 190 350 540
Madinaid Impacts for State Flaxibility Q 3] §RE 14 180 425 Je0 745
' State Demonstrations o Advance EITC 0 200 16 10 {170} - 50 ¢ 50
Subtolal, Making Work Pay g 360 468 590 210 2,128 1005 . 140
Farantal Responsibility
Teenage Pregnancy Prevention Grants & 40 B4 84 104 360 7 307
Chilgt Support Enforcemeoent €0 184 &80 { )] &25 [£1353% {10}
Medisaid Impacts for Child Support Enforcemsent 0 e 48} (108) {t15) {325} (245} ®70}
CSEA Dlemonstrations t 3 29 57 73 162 15 182
Srate Option to Limil Additional Benelits to
Addclitional Thildren ¢ ) {10) {15} (15} {(45) {260 365}
Minor Mothara G (15) £15) {35} (15 {60} 0 (h a0
Maditald tmpacts for Minar Mathers g £10) o0 {103 {15) {48} {38) {80}
Subiotel, Parental Responsibility 79 200 &85 &3] 015 810 {100 o856y
Impraving Governmant Assistance (IGA}
Hemove Two-Parent (IP) Restriziions O & 45 85 14058 238 225 450
$todicald iImpaects for Removal of LP Festsictions ¢ O ao Vg0 et A7H 355 830
Daticroantorprise Demonstrations 1 0 1% 20 20 bilel G 50
Conform Besources Limi, Inoome Def and {ther {45} {15) 45 60 80 135 {138} ¢}
Medicaid impacts (1GA) o 10 20 B o5 180 146 316
Subtetal, IGA ©8) 3] 200 280 545 1,078 580 L6855
TOTAL 140 1410 2285 2a3s 2118 9340 740 10,080
13¢ 1,0410 1,600 1355 1.845 S.040 {509} 5,428

TSR ARR SRy sions
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{By fiscal yaer, in mililons of dollars}

- T 5-Year Budget Authority Totals
B 1995 1906 1997 1998 1689 Fattoral State  GComblned
Transltional Assistance Followed by Work .
Additional JOBS Spending 0 70 880 ¥a7 &is 2,948 A7 G415
WORK Spending 0 ] o 233 241 1478 535 1.508
Non-Cugtodial Parent JOBS/WORK {Gross) [ 40 55 s 128 225 145 470
Addiianal Child Care Spending for JOBSIWNORKTCC o iy 825 715 1.668 2.625 370 2,995
Investments in Automation 118 "230 270 145 &5 825 205 1030
Subtotat 118 1,300 1,510 1.9%8 2535 1.795 1,715 9540
Savingt 0 180) {2685} {460} (615} {1.420) (1,020 {2440
Medicald Impaot On Transitional Assistansa ¢ ¢ (35} (155 {285} {470} £355) {g2s;
Subtotal, Transitioral Assistance 118 1,220 1210 1,985 2,035 5,908 240 8,245
Making Waork Pay . -
Werking-Powr Child Care Expenditures o 200 30 400 00 1,600 2We 1.965
State Floxibility on Earned income and
Child Suppont Disregards G 3 50 [T 80 G0 350 BAG
Madicadd impacts for Siate Flexibility o 0 125 140 180 425 B20 FAR
Siate Demonsrations to Advance EIYC G 240 iG 14 {170} &0 +] i
Sulitotal, Making Work Pay 0 Aixs 485 516 770 2268 1835 3,300
Parantal Responsibllity
Teenage Pregrancy Provention Grants 4G 62 £3 1683 123 444 149 420
Chikd Support Enfordement &0 185 350 0 {73} 525 {535} {1y
Medicaid impacts for Child Sunport Enforcemeant G f (45} {105} {175} {3253 {245} 570}
CEEA Demonstrations 3 3 33 58 73 TR #0 190
State Option 1o Limit Additional Benstits t¢
Additienal Chitdres o 5} {10 {15} {15} {45) {260} {805}
thino: Mothers 0 {15} {15} {15} (15} {80} &0y (110}
Madicaid impacty tor Minor Mothers ¢ {10} {10} {10} (15} {45) {35} {80
Subtolal, Parenial Responsiblilly ics 280 388 is {43 g3a {1,095) {4651
improving Government Assistance (IGA) | '
Removi Two-Parent L7} Hestrintlons 0 o 45 88 105 235 225 480
Medicaid tpacts for Removat of UP Rastictinns o] 4] 89 160 pizc:.] 475 255 B30
IDAMIsroenlorprise Damiongirations G 0 16 b 20 50 o 30
Conform Rasources Limil, Income Def and Other IGA (45) {15} 45 & o4 130 {130) ¥}
Medicald fmpascts GEAY O 1+ it 55 &5 185 140 325
Subtotal, IGA @51 ) 209 380 545 1875 ssu 1885
ToTAL 75 488 2280 2330 3288 2,875 570 145
To&mt 5@@%@@1&1@ Provisions 136 1,375 1,555 1,210 1,045 6315 S5 5800

Wdurnias . S08IME PIE
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EXECUT IVE O FFICE O F THE PRESIDEXNTY

26-~Apr-1594 11:14am U)Q/ (o Sﬁ
TO: {(Bee Below)
FROM: Richard B. Bavier

Office of Mgmt and Budget, HRVL

SUBJECT: Today’s 7:30 meeting

The tople was performance measures and QC. Mary Jo handed out a
short paper that was a little more detailed than the version we
got in the pacRage last week. {I711 distribute it.)

Mary Jo’s general approach is to have higher matching rates for
JOBS (and, it developed, WORK) based on states’ succeess in
exceeding targets for self-sufficlency, service delivery, and the
pumber of families hitting the two-year limit. In addition, she
would expand the notion of erronecus payment to include
"outcone~bhased" measures,

The discussion again revealed how much still needs €0 be done in
thinking proposals through. Even leaving development. of the
actual measures to the Secretary (in consultation with states and
other “Ystake~holders") basic design issues still need to be
addregsed, such as whether increased matching applies to spending
during the period of the good performance {(and so would bhe
retrospective}, and whether the intent is to reward {and punish)
the éextremes of behavior, or to try te fine tune state efforts.

Most significantly, after Wendell ruled that questions about lower
matching for WORK costs than for JOBS, and lower beneflt matching
for those on WORK waliting lists, were out of order in vesterday’s
discussion of matching rates, these issues weren’t mentioned at
all in Mary Jo’s paper. On guestioning, she indicated her
proposal would be to substitute her performance measures for the
lower matching proposals for WORK and waiting lists.

It became ¢lear that states would have no reason to put people
into WORK slots, rather than on waiting lists, if the only penalty
they faced was lower matching for non-benefit WORK slot costs.

ACF staff will come back to the group with some proposals on this
issue,

It seems to me that it will be hard to craft a realistic matching
rate scheme to effectively deter waiting lists. It’s one of those
isgues about ccherence of the current proposal that keep rattling



around and never quite get engaged.

Suppose a state has a 50 percent match rate for a $400 AFDC
benefit. Because we’ve made the WORK slots so hard to develop and
scheduls, paople will tend to collect on the waiting lists., The
policy option HHS favors is to reduce the benefit match to
make~waiting~lists<not-pay for states.

on average, the cost of a work siot will be $3060 to $400 per
month. If child care is needed, it will cost another $250 to
$300, Assuming a 75725 split, the state’s share will be arcund
Sis0,

To make~waiting~lists-not-pay for states, benefit matches for
mothers who need ¢child care to WORK would have to be reduced more
than $15%0 {what the state would have to pay for the WORK slot and
¢hild care}. In the 50 percent FMAP state near nmedian AFDC, you
would have to reduce federal matching more than 75 percent (from
50 percent to around 12 percent) before the state would be losing
any money by letting this mother sit on the waiting list. I don‘t
think it is reasonable to believe that Congress would adopt such a
severe benefit matching rate proposal. And if they did, it isn’t
a sure thing that states would put people in WORK anyway. A state
losing only a little on a family like in the exanmple might still
reason that it is better to take the small loss rather than add to
the government FTEs both with a lot of the WORK participants
(experience and research gives ug little reason to hops that many
will be in private for-profit sector jobs, and non-profits can
only take so nmany - that leaves the public payrolls) and the staff
needed to develop and maintain those WORK slots.

In statves with FMAP much above 50 percent and benefits above the
median, proportionately smaller (but still very large) reductions
in bensfit matching rates could make-~walting-lists-not-pay.
Howaver, I doubt that a credible national benefit matching rate
deterrent to waiting lisis can bs designed.
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DRAFT January 25, 1994

Welare reform
Federal costs in billions

Option 1995 9509  stea ale
1. Base aption - 2 years of AFDC, then community sarvice in exchange ¢ 4.1 6.1

for benefits - phased in with first-time applicants. Federal 5-year cosis:
8b for transition education and fraining; 2.4 for work slot
administration; .8b for child care. (OMB rough estimate)

2. Base option totat with behavioral effects - illustrates efiects of increase o 8 .
of 10 percent in exit rates due to investment in education and training,
and deterrent effects of time-limits and community service work
raquirements, Deterrent effects will be controversial. Best empirical
evidence does not show big effects from CWEP, but no saturation
workiare program has bean rigorously evaiuated. {OMB rough

astimate)
Increments compared fo 2. (base option with 10 percent behavioral
affects)
3, Up-front job search for alt applicants (OMB rough estimate) “ g -1.3 ~1.8

' Estimates include spending for AFDC, Food Stamp Program, Medicaid, training, support services, and child care, but not EITC or Child
Care Food Program which would tend o add to outlays. States are assumed to spend sducation and fraining and ohikd care furkds first on first
{inw appicants subject io new requirements.

Assumes 13 percent of cases are child-only, 25 percent of other case heads are exampt. 50 percent of nonexempt partcipate in transitional
education, training and job search each year. 50 percent of nonexempt bansitional pariicipants require child care subsidies averaging $972.
Past-transition community service is 20 hours per week in exchangs for AFDC benefits. Administration of each siot costs $3,000 per year, and
50 percent of participants require child care subsidies of $2,696.



10.
11.

12.
13.

DRAFT January 25, 1994

Limit community service to one year followed by in-kind safety net
{OMB rough estimate)

20 percent of work slots are child care workers for other AFDC
parents, or aged care, or some other service for which the federal
government would have paid anyway (OMB rough estimate)

Employers pay community service administrative costs {OMB rotugh
estimate)

Discussion paper's child support policies® (HHS preliminary estimate)
Child care for non-AFDC working poor
Program simplification

Eliminate 100-hour rule and workforee attachment requirements for
AFDC-LIP {OMB rough estimate)

Advance EITC payment
Enhanced JOBS program match
Demonstrations (OMB rough estimate)

? Interactions with base option not modeled.

1.3

2t .5



